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PAKISTAN ENHANCED PARTNERSHIP AGREEMENT

This Pakistan Enhanced Partnership Agreement (this “Agreement”) is ente,refi into between 1i1e
Government of the Islamic Republic. of Pakistan, acting through the Economic Affairs Division
(EAD) of the Ministry of Economic Affairs and Statistics (hereinafter referred to as .ﬁl'e
“Grantee™), and the Government of the United States of America, acting through the United
States Agency for Intémational Development (“USAID”, and together with the Grantee, each a
“Party” and collectively, the “Parties”). |

Whereas, the people of the Islamic Republic of Pakistan and the people of the Uni
States of America share a long history of friendship and comity, and the interests of bath nati
are well-served by strengthening and deepening this friendship;

‘Whereas, both the Government of the Isiamic Republic of Pakistan and the Government
of the United States of America recognize the enormous economic and social challenges facing
the people of Pakistan today in the wake of the historic and disastrous floods which have hi
Pakistan over the last ftwo months;

Whereas, the Goverament of the Islamic Republic of Pakistan and the Government of the
United States of America seek to- work together to. build mutual trust-and confidence by actively
and consistently pursuing a sustained, long-term, multifaceted relationship between the t%wo
countries, devoted to strengthening the mutual security, stability, and prosperity of both
countries;

Whereas, the Gavernment of the Islamic Republic of Pakistan and the Government of the
United States of America seek to strengthen Pakistan’s -instruments and systems of g&od
govemance and sound socio-economic growth; and

Wheteas, the Governments of the Islamic Republic of Pakistan and the Government of the
United States of America seck to promote sustainable long-term development and i

programs, including in healthcare, education, water management, and energy programs, inall
m of Pakistan, that are sustained and supported by each successive democratic government in

Therefore, the Grantee and USAID agree to the following;

Article 1.  Purpose
The purpose of this Agreement is to set out the understanding of the Parties in connection with
the Objectives (defined below) for the provision of development assistance to Pakistan.
Article2.  Objectives and Amplified Descriptions
Section2.1  Objectives

In order to further the foreign assistance objectives of peace and security, just and
democratic governance, economic growth, social sector support and humanitarian assistance,
articulated by the Government of the United States of America under the Strategic Framewoik




for United States Foreign Assistance, the Parties agree to work together by focusing on activities
in the manner described in Annex 1, Amplified Descriptions. The objectives and program arcas
described in Annex 1, Amplified Descriptions are collectively referred to as the “Objective.”

Section 2.2  Annex 1, Amplified Descriptions

Annex 1, attached, is subdivided into parts containing Amplified Descriptions for the
sector or other area (geographic or otherwise) primarily targeted therein. Each amplifies the
Objective and describes the prograim areas and identifies some-of the indicators that will be used
to measure the progtess and achievement in eachoftheprogtam areas in the identified aréa.
Within the limits of the definition of the objective set forth in Section 2.1, the Amplified
Descrlpuonssetﬁ)rthmAnnexlmaybechangedbywnttenagreementoftheAuthonzed
Representatives of the Parties, or written agreement of USAID’s Authorized Representative and
Additional Representatives of the Grantee with respect to activitics relevant to the Addmonal
Representative’s funetion, without formal amendment of this Agreement. An amendment to the
Agreement will be required to add or remove any new Amplified Descriptions.

Article 3. Contributions of the Parties
Section 3.1  USAID Contribution

(@  The Grant: To help achicve the objective set forth in this Agreement;, USAID, pursuant
to the Forcign Assistace Act of 1961, as amended, hereby grants to the Grantee under the terms
of the Agreement an amount not to exceed Eight Hundred Thirty-One Miflion Three Hundred
and Thirty-Five Thousand United States (“U.S.") dollars (U].S.$831,335,000) (the “Grant™).

)  Tots AID Cogitribution: The United States, through ¢nactment of the
United States Partnemhxps with Pakistan Act of 2009 has established $7.5 billion to |be
implemented through various agencies of the United States Government (USG). USAID’ statal
estimated contribution under this Agreement to achievement of the Objective will be such sui as
shnllbeagreedmsubsequmtamendmenmtothlsAgreemeanhlchwm&pmmdedlm
increments. Subsequent iticrements will be subject to the availability of funds to USAID for this

purpo:: and the mutual agreement of the Parties, at the time of cach subsequent increment] to
proce

(¢)  Excess Funds: If at any time USAID détermines that its contribution under Sectjon
3.1(a) exceeds the amount which reasonably can be committed for achieving the. Objective |
during the current or next U.S. fiscal ycar, USAID may, upon written notice to the Grantee,
withdraw the excess amount, thereby reducing the amount of the Grant as set forth in
Section 3.1(a). Actions taken pursuant to this subsection will not revise USAID’s total estimated
contribution set forth in Section 3.1(b).

(d) Uses of the Grant: The Parties agree that the USAID contribution may be disbursed by
USAID through contracts, grants, cooperative agreentents, and other implementing instrumi¢nts
with third parties, whether public or private, or, in some cases through the provision of grants,
budget support or other government-to-government mechanisms made available to the Grangee,
as USAID deems appropriate to follow approved USG regulations and to achieve the mumally
agreed upon Objective as described in Annex 1 of this Agreement or described in progtam
implementation letters issued in accordance with section A.2 of Annex 2 of this Agreement. All

|




grants, budget support or other government-to-government ‘mechanisms made available to the
Grantee will be made in accordance with USAID's palicies and procedures, using Grant funds,
through prograt implementation letters with the Grantee and must conform to U.S. Govemment
policies in Pakistan, All other awards will be made in accordance with USAII’s policies and
procedures, using Grant funds, without further documeritation between USAID and the Grantee.

Seetion3.2 Grantee Contribution

The Grantee’s contribution, based on USAID’s contribution in Section 3.1(a), will not be
less than the equivalent of one-third of the portion of the Grant that is used to support activities
that directly benefit the Grantee or over which the Grantee exercises direct and substantial
involvement, provided that such amount may be reduced with the written consent of USAED
The Grantee’s contribution, in loedl curréncy or othérwise, may include cither cash or in-kind
contributions or both. The dollar equivalent amount of the Grantee’s contribution shall be set
forth in a program implementation letter and shall be subsequently included in the Illustrative
Financial Plan included in Annex 1 of this Agreement. The amount of the Grantee’s contribution
shall be adjusted upon any increase in the amount of the Grant set forth in Section 3.1(g), in
accordance with the formula described in the first sentence of this paragraph, and the precise
amount of such adjustment shall be indicated in a program implementation letter. The Grantee
will report at least annually in a format to be agreed upon with USAID on its cash and in-kind
contributions. !
Article 4, Completion Date |
(@  The completion date, which is September 30, 2015, or such other date as both Parties
may agree to in writing, is the date by which the Parties estimate that all the activities necessiry
to achieve the Objective will be completed.

() Excﬁp_t'as USAID may otherwise agree to in writing, USAID will not issue or approve
documentation that would authorize disbursement of the Grant for services performed or gog
fumnished after the completion date. &0 [ ds

(c) Requests for disbursement, accompanied by neccssary supporting documentation
prescribed in Program Implementation Letters, are to be received by USAID no later than nine
(9) months following the completion date, of such other period as USAID agrees to in writing
before or after such period. Afler such period USAID, at any time or times, may give noticg in
writing to the Grantee and reduce the amount of the Grant by all or any part thereof for which
requests for disbursement, accompanied by necessary supporting documentation prescribed in '
program implementation letters, were not received before the expiration of such period. |

Article 5, Conditions to Disbursements

Section 5.1  First Disbursement under the Grant

Prior to the first disbursement (of any type) under the Grant, or to the issuance by USAID
of documentation pursuant to which disbursement will be made, the Grantee will, except as'the
Parties may otherwise agree in writing, furnish to USAID in form and substance. satisfactory to
USAID:




(8 Anopinion of counsel acceptable to USAID that (i) this Agreement has been duly
authorized or ratified by, and exccuted on behalf of the Grantee, (ii) this
Agreement constitutes a valid and legally binding obligation of the Grantee in
accordance with all of its terms, and (iii) all internal actions and approvais
necessary to give effect to this Agreement have been obtained by or on behalf of
the Grantee; and

(b) A signed statement in the naie of the person holding or-acting in the office of the
Grantee specified in Section 7.2, which desighates by name and title any
Additional Representatives, as defined in Section 7.2.

Section 5.2 Terminal Dates for Conditions

The terminal date for meeting thie conditions specified in Section 5.1 is 90 days from the
date of this Agreement or such later date as USAID may agree to in writing before or after the
above terminal date. If the conditions in Section 5.1 have not been met by the above terminal
date, USAID, at any time, may terminate this Agreement by written notice to the Grantee.

Section 5.3 Conditions for Disbursements to the Grantee

No grants, budget suppott or other government-to-government assistance. may be
available to the Grantee until the U.S. Secrctary of State provides the certification required under
the Fconomic Support Fund account heading of the Department of State, Foreign Operatidns,
and Related Program Approptiations Act, 2010 (Public Law 111-117) relating to funds 'for
government-to-government assistance to Pakistan, In addition, for the purposes of grants,
support or other disbursemeits to the Grantee, USAID will set forth additional conditions
precedent, terms and conditions and other requirements and restrictions in a
implementation letter. Such ‘conditions may include, without limitation, the establishment qf a
separate dollar account and special loeal currency account, the satisfaction of certain po*xcy

objectives and goals, the establishment of financial management and procurement mechanisms.
within the respective implementing agency of the Government of Pakistan or the agreement on

jointly-established programming goals, as to be farther described in subsequent pmgiam
‘implementation letters.

Article 6. Special Covenants

‘The. Grantee, hereby covenants and agrees to issue, renew and/or extend free of charge and in a
timely manner all official permits, visas, exemptions and any other permissions (including all
approvals as may be required from time to time to ensure full access to mformat:on, project §

and relevant offices) for the Applicable Persons. (as defined below) carrying out actwmes|
financed by USAID under this Agreement (coﬂechvely, the “Required Documents”). For
purposes of this provision, Applicable Persons is defined as: (1) USAID employees, and (2)
employees and consultants of any contractors, grantees and other organizations carrying out
activities financed by USAID under this Agreement. The Grantee also hereby covenants and
agrees to issue, renew and/ormxtendﬁeeefchargeandmaﬁmdymanneraﬂoﬂicmlpenmm
visas, exemptions and any other perntissions that are required, or become required, in order for
such Applicable Persons and their dependent. family members to legally reside in the Islamic
Republic of Pakistan.




Article7.  Miscellaneous
Section 7.1 Communications .
Any notice, réquest, document, or other communication submitted by either Pm to the
other under this Agreement will be in wiiting or by telegram, telefax, cable or electronic mml'gc-
mail), and will be deemed duly given or sent when delivered to such Party at the. following
Adress:

To USAID: To the Grantee:

Director Mail address:

USAID Mission to Pakistan Secretary

Awmerican Embassy Ministry of Economic Affairs and Statistics

Diplomatic Enclave (Economic Affairs Division)

Ramna 5, Islamabad, Pakistan Government of Pakistan
Block “C”, Pakistan Secretariat
Islamabed, Pakistan

Telefax: 051-287-0310 Telefax: 051-920-5327, 051-920-3258 or

051-920-1629
E-mail: infopakistan@usaid.gov E-mail: secretary(@ead.gov.pk

All such communications will be in English, unless the Parties otherwise agree in writing, Other
addresses may be substituted for the above upon the giving of notice. |
Section 7.2  Representatives |

For all purposes relevarit to this Agreement, the Grantee will be represented by the
individual holding or acting in the office of Secretary of the Economic Affairs Division of the
Ministry of Economic Affairs and Statistics, and USAID will be represented by the individual
holding or acting in the office of Director of the USAID Mission to Pakistan (each an
“Authorized Representative” and together, the “Authorized Representatives”). Each of the
Authorized Representatives, by written notice, may designate additional representatives
(“Additional Representatives™) for any purpose relating to the regions or Program Area(s)
relevant to their function, other than signing formal amendments to this Agreement.

The names and titles of the Additional Representatives of the Grantee will be provided
through a signed statement to USAID from the Authorized Representative of the Grantee, which
designates by name and title any Additional Representative and when appropriate the specific |
corresponding program areas, identified by “Parts 1-9” in this aniex 1. USAID may accept as
duly authorized any insirament signed. by such Additional Representatives (or any individyals
subsequent holding or acting in the office of such representatives, or individuals designated by
such representatives to sign implementation letters on their behalf) in accordance with this
paragraph, until receipt of written notice of revocation of their authority.

Section 7.3  Standard Provisions Annex

A “Standard Provisions Annex” (Annéx 2) is attached to and forms part of this
Agreement.




Section 74  Other Agreements

Nothing in this Agreement shall be construed as derogating from any rights, privileges
and immunities accorded to USAID, USAID’s implementing partners (including contractors and
grantees), and/or their regpective employees and consultants pursuant to gny other agreement
between the Islamic Republic of Pakistan and the United States of America.




IN WITNESS WHEREQF, the United States of America and the Istamic Republic of Pakistén,
each acting through its duly authorized representatives, have caused this Agreement to be signed
in théjr names and delivered as of the day and year fitst above written,

UNITED STATES OF AMERICA ISLAMIC REPUBLIC OF PAKISTAN

Name: Robert J. Wilson
Title: Director, USAID Mission to




Fiscal vata:.

1) ODN: 391-PEPA-10-DG 5) ODN: 391-PEPA-10-AGR

ES/2010/2011 ES/2010/2011
PA: AO7 PE:A029  $150,000 PA: A18 PE:A073  $2,000,000
PE: AO30  $300,000 PE: AO74  $44,341613
PE: AO31  $610,000 PA: A26 PE:A140  $1,300,000
PE: A032  $250,000 PA: A27 PE:A141  $1.300,000
PA: AO8 PE: A034  $8,306,000 $48,941,613
PE: A036  $24,840,462
PE: A037  $557,000
PA: A09 PE:A041  $9,775,000 6) ODN: 391-PEPA-10-ENR
PE: A042  $5,225,000 E£S/2010/2011
PA: A10 PE:A044  $36,693,710 PA: A17 PE:A069  $40,746,413
PE: AD45  $5,075,000 PA: A26 PE: A140  $400,000
PA: A26 PE: A140  $240,000 PA: A27 PE:A141  $700000
PA: A27 PE:A141 $1660000 $41,846,413
$93,682,172
2) ODN: 391-PEPA-10-HPN 7) ODN: 391-PEPA-10-FATA
ES/2010/2011 ES/2010/2011
PA:A11 PE:A047  $3,390,434 PA: AO8 PE:A035  $5,000,000
PE: AO48  $2,856,000 PE: A036  $10,000,000
PE: A0O51  $10,469,859 PA: A0 PE:A045  $8,752,600
PE: AD52  $61,128,804 PA: A12 PE:A055  $5,000,000
PE: A053  $12,863,000 PA: A17 PE:A071  $58,000,000
PE: A054  $2,515,000 PA: A20 PE:A082 $12,000,000
PA: A27 PE:A141  $1,200,000 PA: A26 PE:A140 $80,000
GH-C-AIDS /2010/2011 PA: A27 PE:A141  $7,130,000
PA: A11 PE: A047  $2,000,000 $105,962,600
GH-C /2010/2011
PA:A11 PE:A048  $5,272,000
PE: A052  $6,435,000 (8) ODN: 391-PEPA-10-KPK
PE: A142  $2,600,000 ES/2010/2011
PA: A27 PE: A141 $65,000 PA: AO7 PE: A031  $7,000,000
GH-C -POP/2010/2011 PA: AO8 PE: A036  $7,500,000
PA: A11 PE:A053  $9,500,000 PA: A12 PE: A055  $28,000,000
PA: A27 PE:A141  $500,000 PA: A19 PE:A077  $13,400,000
$120,795,197 PA: A20 PE:A082  $1,600,000
PA:A18 PE:A074 $8.457.156
3) ODN: 391-PEPA-10-EDU $65,957,156
ES/2010/2011
PA:A12 PE:A055  $142,859,359
PE: A056  $13,600,000 (9) ODN: 391-PEPA-10-CC
PA:A26 PE:A140  $300,000 GH-C/2010/2011
PA: A27 PE:A141  $1.700.000 PA: A27 PE:A141  $1,100,000
$158,459,359 ES/2010/2011
PA: A26 PE:A140  $20,000,000
4) ODN: 391-PEPA-10-EG PA: A27 PE: A141  $42 367,878
ES/2010/2011 63,487,878
PA:A15 PE:A063  $7,749,317
PA:A16 PE: A066  $15,840,000 Grand Total (1-9)= $831,335,000
PE:AO67  $10,165,000
PA. A17 PE:A071  $700,000
PAA19 PE:A076  $11,907,352
PE: AO77  $74,390,943
PA:A20 PE: A082  $7,870,000
PA: A26 PE:A140  $1,100,000
PA: A27 PE: A141 5

$2,500,000
$132,222,612



ANNEX 1
) DESC TONS

This Apnex 1 desmbesthepmgrmnsmbeundedakenandthepmgressandachlevementsmbe
made with the funds obligated under the Agreement. As used in this Annex, the “Agreement”
refers to the Pakistan Enhanced Partnership Agreement to which this Annex 1 is attached and of
which this Annex 1 forms a part. Terms used in this Annex have the same meaning or reference
a8 in the Agreement. Nothing in this Annex 1 shall be construed as amending any of the
definitions or terms of the Agreement.

This Annéx 1 is organized info eight amplified descriptions. Each amplified description
describes an Objective (or a major comaponent of an Ohjective). Listing all the amplified
descriptions, the table bélow sets forth the annex reference, the amplified description namte and
the reference number under this Annex 1. Each amplified description describes the backgrmmd
program areas, illustrative activities, indicators, roles and responsibilities of the Pattiw,
monitoring and evaluation, funding and presents a budget table. ’

Part Amplified Description Namie eference Number Amount ]

1-Al Democracy and Governance  391-PEPA-10-DG $98,913,839
1-B1 Health 391-PEPA-10-HPN $130,425,000
1-B2 Education 391-PEPA-10-EDU $179,454,711
1-C1 Economic Opportunity 391-PEPA-10-EG $144,000,762
1-C2 Agticulture 391-PEPA-10-AGR $56,493,820
1-C3 Energy 391-PEPA-10-ENR $44 825, 000
1-D1 FATA 391-PEPA-10-FATA $11 1,_264 712
1-D2 KPK 391-PEPA-10-KPK $65,957,156
Background

The Agreement originates from the intent of the United States Enhanced Partneiship with
Pakistan Act of 2009 (“Enhanced Partnérship with Pakistan Act”), which seeks to: (a) improve
the Government of Pakistan's capacity to the address the country’s most critical infrastructure
needs; (b) help the Pakistani government address basic needs and provide improved economic
opportunities in areas vulnerable to extremism; and (c) strengthen Pakistan’s capacity to pugsue
economic and political reforms that reinforce stability.

The Enhanced. Partuership with Pakistan Act mandates that more U.S. assistance be provided
through accountable Pakistani institutions at the national, provincial, and local levels to
implement Pakistani-identified priority programs for which they currently have insufficient funds!
in order to enhance Pakistani ownership of its development programs and the long-term
sustainability of programs funded by intefnational assistance.

The United States and Pakistan will intensify their bilatecal and muitilateral pelicy dialogue to
encourage specific ‘economic policy reforms such as enhanced revenue collection, increased




g B . [ . . . d P aki mi
accountability and tramsparency, improved resource management, augmented - Paki:
contributions to its developinent budget, and more equal opportunity i:ox_'w?t_nen and glrls‘. These
reforms will enhance the sustainability of U.S. assistance and Pakistani investment and help
ensure continued government-to-government assistance.

Objectives

In order to further the foreign assistance objectives of Governing Justly and Dembcratically,
Tnvesting in People, Economic Growth, and Stabilization and Humanitarian Assistance
articulated by the Government of the United States of America under the Strategic Framework
for United States Foreign Assistance, the Parties agree to work together by focusing on activities
in the manner described in the attached amplified descriptioiis it the program areas identified
below each Objective:

a. Governing Justly and Democratically: To promote and strengthen effective democracy dnd
move Pakistan along a contimmm toward demoeratic conselidation.

» Rule of law and human rights
= Political competition and consensus-building
» Civil society |

b. Social Sector Investment: To help achieve sustainable improvements in the well-being and
productivity of its population through effective and accountdble investments in educatipn,
health and other social services, |
« Health .

» Education

¢. Economic Growth: To geferate broad-based economic growth, including the sustainable
meanagement of renewable natural resources on which it depends.
* Trade and investment
= Infrastructure
» Agriculture :
* Private sector competitiveness
» Economic apportunity
* Energy

d. Stabilization and Humanitarian Assistance: To save lives, alleviate suffering, and minimize
the economic costs of conflict, disasters and displacement.
* Protection, assistance, and solutions
* Migration management

Governmént-to-Goverpiment Assistance
As further developed in this Annex 1, USAID and the Grantee have agreed to clear and

achievable goals and objectives for the use of assistance described in the Agreement, including
assistance implemented through govemment-to-government mechanisms for the Government of|




Pakistan. Further, as set forth below, USAID and the Grantee have establishied mechanisms to
ensure that funds for government-to-government assistance are used for the purposes for which
they ate intended.

(a) Clear and Achievable Goals and Objectives

This Annex 1 describes the activities to be undertaken and sets forth clear and achievable goals
and- objectives for government-to-government assistance funds obligated under the Agreement.
In addition to the defined programmatic goals, governmerit-to-govemment assistance, by its very
nature, also has the following clear and achievable goals and objectives:

1. Inicreasing Institytional Capacity

In accordance with the principles and recommendations of the Patis Declaration and | rtlw
Accra Agenda for Action, USAID seeks to channel increasing proportions of its assistance funds
to and through Govemment of Pakistan entities and strengthen financial, procurement and
management systems of local, provincial and federal government entities in Pakistan to meet the
needs of the Pakistani people.

2. Enhancing Alignment with Pakistani priorities and Country Systems

USAID secks the progressive alignment of its development assistance behind Paklstam
priorities through local country and provincial systems. Implementation, costing plans and goals
and abjectives for these programs are to be brought forward by Government of Pakistan mtltles
As a cansequence, the Grantee and USAID seek to enhance accountability to the Pakistani

people for thes¢ government entitics.

3. Improving Partnership for Effective Development

USAID and the Grantee have and will continue to endeavor to meeting and oonsulung.
regularly on both the technical and the strategic level to ensure that USAID-funded development
programs move forward in a spirit of full cooperation and coordination.

4. Increasing Efforts ta Achieve Development Results

USAID secks to work closely with the Grantee to develop and implement programs that
promote Pakistani priorities and objectives, avoid duphcaﬁon of effort, and have strong
likelihood for long-term, sustainable impact. The Grantee is to establish and maintaih a
transparent framework of laws and policies that are conducive to economic progress snd
democratic governance.

3. Promoting Mutual Accountability
USAID will strive to engage with the Grantee counterpart i the evaluation of programs, and

to provide regular written and oral reports detailing the casts, achievements, and impacts of all
programs funded. The Grantee is to establish and maintain a transparent system to ensure:full




accountability for the funds provided by USAID in accordatice with Pakistan governmeént
financial management and procurement systems.

6. Improving Capacity Development

Capacxty developmerit will be the driving force and central goal of USAID and Grantee
programs in Pakistan. To the maximum extent feasible, projects are to promote demand-driven
and coordinated eapacity building in the development of sustainable systems, procedures, and
technologies. USAID and the Grantee will seek to work togethier to use procurement processes
that are open and. accessible to Pakistanis, and that unnecessarily complex contracting procedutes
are ta be avoided. Whete systems and procedures have not been fully developéd, such in certain
rural districts, the Grantee will sttive to work with USAID to improve local capacity.

{b) Mechanisms Established to Ensure Funds are Used for the Intended Purpase

The provisien of direct assistance to ‘the Grantee will meet an overarching goal of the U.S.
assistance program for Pakistan. To ensurc that USAID direct assistance funds are used :for
putpose for which they are intended, USAID and the Grantec acknowledge the following
financial requirements for all direct assistance to the Grantee: |

1. Prior to the disbursement of any USAID funds for any direct assistance progtam, in
accordance with the relevant implementation agreement, the Grantee will submit
documentation to USAID showing the establishment of a separate doliar accountanda
special local currency account. All disbursements for an activity are to be made through
these accounts. No other funds may be commingled with these accounts, Theseaccmmts
are subject to audit by USAID or its designee.

2. The Grantee will provide USAID with an executed. copy of a third-party - authorization
letter, granting USAID information access rights to any special account established to
reccive USAID funds,

3. In the relevant implementation agreements, USAID and the Grantee will agree to
appropriate funding mechanisms designed to achieve the clearly stated goals and
objectives prior to the release of USAID funds for the designated purpose.

4, AnyUSAmﬁmdspmwdedunderaduecttransferandunspentatthcendofﬁwacﬁmy
period are to be returned to USAID.

5. Prior to the disbursement of any USAID fimnds for any direct dssistance program, USAID
will conduct an assessment of the administrative and financial management systems and,
the procurément procedures of each participating Government of Pakistan entity. The
assessment included steps such as a test of the application of procurement procedures, a
review of their compatibility with USAID procedures and their capacity to adapt
procedures as necessary 1o comply with relevant procurement procedures. Until USAID
has determined that the participating Grantee entitics have the management capacity to
adequately safeguard U.S. Government resources, USAID-funded contractors may he




tetained to assist the relevant Grantee entities with financinl management andfor
procurements to be financed by USAID.

6. USAErwervesthemmondxuonalngbtmsuspendmymdaudisbmemeanMt
decm, 4t its sole discretion, that the Grantee has not fully cooperated or implemented
theése financial managemert recommendations; provided that, USAID will notify the
Grantee detailing the deficiencies and the proposed remedies in writing at least 15
calendar days prior to suspension, which will allow the Grantee to remedy the listed
deficiencies.

7. The Grantee shall maintain, or cause to be maintained, in accordance with its laws and
regulations, and generally accepted international accounting principles and practices,
docuitients in support of deposits to, and withdrawals from, the separate dollar accouint,
the conversion of such withdrawals mto local currency, and uses of the local cutrency.
Such documents shall be available for review and audit by USAID or its designecs at the
end of each fiscal year of the Grantee and at other such times as USAID may request, and
for up to three years following the last withdrawal from the applicable separate accounts
made in accordance with the provisions of the relevant agreements.

8. The Anditor General of Pakistan will also audit both the separate dollar agcount and.ﬂxe
special local currency account and their uses in accordance with U.S. Governmecnt
auditing standards, or other internationally accepted standards, as provided under fthe
Memorandum of Understanding, dated April 26, 2007, and executed by USAID/Pakistan,
the USAID Regional Inspector General, Manila and the Auditor General of Pakistan.

9. The Grantee shall provide USAID with quarterly reports on the uses of local currency
funds and the status of the separate dollar account until the funds are fully
from the separate dollar account and such funds, including local currency pmchased
therewith, ate applied to the agreed upon uses specified in the relevant nnplementauon
agreement. Each such report will include information aceeptable to USAID regarding all
deposits into and withdrawals from the. separate dollar ‘account, and the uses of such
withdrawals, including deposits. of local currency into the special local currency accounts
at the State Bank of Pakistan and the prompt application of such loeal currency forthe
purposes sét forth in the relevant lmplementahon agreement regarding the use of these
funds. The quarterly report will inelude copiés of the corresponding bank statement(s)
pertaining to the period covered by the report.

10. The relevant implementation agreements will provide that USAID direct assistance fuhda|
will only be usedfortheclearly defined activities and that no such funds will be used to
finance, reimburse or service debts related to, or used for, any ineligible individual ar
organizationi or any ineligible use or used to finance ineligible commodities. The Graitee
confirms refund to USAID the cost of any ineligible cost.

11. None of the funding made available under the relevant implementation agreements may
be provided to any official of the Govemment of Pakistan or any other leve] of
government for uses other than those agreed to and in conneetion with the procurement o§




goods and services relating 1o the Activities, nor will any Government of Pakistan
employee or agent solicit or accept gratuities, favors or anything of monetary value fibm
contractors or parties to sub-agreements, except for service fees or similar payments
legaily established in Pakistan. In addition, no funds will be used for the paymex}t; of
salary supplements for government employees, except as otherwise approved in writing
by USAID. The Grantee will provide written notification of these prohibitions to each
governmental entity, recipient community and contractor/grantee, and shall provide:
written notice to USAID corifirming the distribution of such notices.

12. The Grantee confirms that any undisbursed funds at the end of the Pakistani fiscal year
will remain non-lapsable and will be made available immediately upon the beginning of
new fiscal year for the intended purpose defined in the relevant implementation
agreement.

The above mechanisms apply to cash transfer assistance, which is one of several possible forms
that govemment-fo-government assistance may take. For other forms, such as Fixed Amount
Reimbursement Agreements or Performance-Based Disbursements, sithilar mechanisms will be
established to ensure that funds are used for their intended purposes. Such mechanisms will
includs, at-a minimum, (i) assessment of the implementing agency’s ability to manage and utilize
the funds, (i) remedial measures to address any material weaknesses identified by ‘the
assessment, (iif) a clear statement of cligible uses of funds, (iv) disbursement of funds in tranches
(where appropriate), (v)-periodic reporting by the implementing agency on the use of funds and
progress towards achieving project goals, (vi) USAID’s right to inspect records and conduct
audits, and (vii) USAID’s right to obtain a refund of any funds that are not used for eligible
purposes.

(c) Manitoring of USAID-funded Assistance

USAID will monitor, evaluate and verify activity implementation through its Mission staff oriuse
third parties to monitar, evaluate-and verify all USAID-funded activities. These partics will ¥isit
sites, take pictures, interview community members, and compare reports to the on-the-gmﬁmd
realities for a given project. USAID monitoring exercise will provide input to the Grantee and
will be considered ag the technical guide for the implementation of the activities.

USAID and Grantee will seek to establish a monitoring and evaluation plan specific to each
activity for which direct assistance funds will be used. Each plan will include: a process to
monitor the performance including spot checks of the beneficiaries; and identification and
evaluation of problem areas or constraints which may ihibit the attainment of the goals and,
objectives for which the direet transfer funds were intended.




Amplified Deseription
Democracy and Governance Program

L Introduction

This annex describes the activities to be undertaken and the progress and achievements to ‘be
made with funds obligated under this Agreement in the drea of democracy and governanie.
Nothing in this annex shall be. construéd as amending any of the definitions or terms of fhe
Agreement,

II.  Background

Pakistan has faced numerous challenges in its quest to consolidate democratic governance. The
trangition to democracy in Pakistan has been inconsistent and erratic due to frequent alterations
between civilian and military rule which made the progress of democratic institutions’ development
uneven. Nﬁhtaryreglm&shavemledﬂlecmmtryformorethanhalfofPaklshns existence and have
traditionally concentrated power in the executive branch. The executive has typically usurped
legislative and judicial authority and marginalized provincial and local governments. Potenhal
competitors and watchdegs, such as political parties and civil society organizations have becn

periodically suppressed.

This history has understandably hindered the development of institutions of governance and
demand for their public transparency and accountability. For example, Pakistan's National
Pailiament and Provincial Assemblies fail to meet several internationally recognized standards of
democratic practice and the majority of their members are newly elected and thus in need of
training, Political parties have historically been considered to be personality dtiven, oveérly
centralized, and lacking well defined platforms that are responsive to the concerns and needs of
the people of Pakistan. A lack of strong public accountability mechanisms in place and rule of
law, thie country has suffered from corruption to become pervasive and systematic. The bow
quelity of municipal service delivery contributes to Pakistan’s poor social indicators. If these
shottcomings are not addressed during this period of civil rule in the wake of the vast impact of
the disastrous floods, citizen confidence will wane and the legitimacy and appeal of democratic
government will be undermined.

Recent developments suggest that there is now a greater audience for democratic reform. In part
this demand had been flamed by the proliferation of independent media that hias made political
analysis accessible to the average citizen. With greater awareness has come an mmased
demand for democratic reform and enthanced transparency. Leading political parties have made
good on some of the promises made in the 2006 Charter of Democracy. For example, the 18
Amendment was passed in Apiil of this year marking the first time that a Pakistani president §
relinquished significant poweis. With USAID support, the National Assembly and each ofithe
Provincial Assemblies, as well as the. Election Commission of Pakistan, established stratégic
plans which set a course for reforin,, professionalization and institutional development.




While the devastating floods that have swept Pakistan in July and August of 201(_) posea further
challenge to governance in the country, they also pose a unique opportunity. During tl'us h‘o‘rqﬂx_:
natural digaster the country’s institutions have the can demoistrate their capability to implement
relief, recovery, and tehabilitation efforts and to prepare to respond to future chaliénges. If
citizens.do not have confidence that their elected government can deliver esscntial relief to these
affected by the floods, their support for democratic governance can only erode. USAID's
Deniocracy and Governance programs will be adapted to ensure that democratic institutiéns
receive the support they need to be more responsive to the needs of flood victims. For example,
the proposed Municipal Services Delivery Program with each province will focns initial efforts
on rehabilitating infrastructure aind enhancing service delivery in several flood-affected arcas
while encouraging the active participation of citizens to ensure that projects are properly
identified, agreed upon, and monitored. USAID will alse work with other democratic actors
such as parliamentarians, political leaders, and civic organizations to meonitor the flood relief
efforts and develop and advocate for policies and legislation to further strengthen Pakistan’s
response to natural disasters.

USAID’s activities are contemplated in the context of the U.S. Foreign Assistance Framewbrk
(Framéwork). The activities described below are organized under the Framework at the Progeam
Area level.

The activities described in this annex to be carried out through this Agreement build on and
compliment many of the projects that have been implemented under the Strategic Objective -
Grant Agreement for Democracy and Governance (No, 391-004), dated 2003 and last amended
Sept. 30, 2009. Under the identified Program Areas, this Agreenient will build on the effortsithe
Parties have carried out through the Strategic Objective Grant Agreement, as well as assist key
democratic actors and institutions to respond to the disastrous floods of 2010.

Il. Program Areas/llustrative Expected Results

In this Agreement both parties seek to support democratic governance by increasing the capagity
of officials and institutions in all threc brancheés of government, with a special focus on
supporting sub-national government and other democratic processes such as elections, critical
ingredients of public trust, government integrity and accountability. This agrecment also seeks:
to promote effective engagement with other actors such as political parties and civil society
groups to enhance their capacity 1o contribute positively to the democratic development of
Pakistan. Given the need for massive reconstruction in the aftermath of the flooding, ‘the
capacity of Pakistan’s democratic institutions will be tested and must be -able to resppnd
:fd.ectivcly, and in a transparent and accountable way. This Agreement seeks to help achieve that
The proposed program activities are designed to strengthen key democratic institutions and,
practices. There are four main areas of support: (1) local governance/municipal services; (2)
representative government; (3) effective- and efficient delivery of justice; and (4) citizen
participation and government oversight. These correspond to the U.S. Foreign Assistance
Framework categorics of goed governance, political competition and consensus, rule of law;md’




human rights, and civil socicty and media, as well as discussion arising from the U.S. Pakistan
Strategic Dialogue.

Program activities will be aimed at achieving important results which will include, but ndgt be
limited to:

More efficient and effective local service delivéry

Strengthened, effective, and representative legislative. bodies

More effective sub-national judiciary

TImproved credibility of political institutions and processes
Strengthened capacity and oversight of key accountability institutions
Effective civil society for oversight, engagement, and advocacy

IV. Illustrative Activities

In support of the above-mentioned illustrative results, the Pakistan/UUSAID partnership will
support the following programs:

A, Good Governance

Local Governance/Municipal Service Delivery: This program will seek to expand effeetive
local governance, essential service delivery and public security thtough broad-based cifizen
pattxcnpatlon leading to measurable improvement in the stability of democracy at the local fevel
in Pakistan. The program will work with provincial governments to identify appropriate activity
proposals that already have partial government funding in the provincial budget. The program
will support transparent and accountable local governance that delivers: basic services such ax
water, sanitation, waste collection, local foads, and culverts, while reinforcing mechanismg for
community engagement and improvement of planning, budgeting, management and maintenanee
systems.

Parliamentary Strengthening Partnership: This program’s objectives ate to develop the
capacity of the National Parliament and the Provincial Assemblies to: 1) better répresent
constituents’ viewpoints; 2) draft legislation and conduct government oversight; and, 3) improve
transparency through expanded accountability mechanisms. The program will support the
National Assembly and each of the Provincial Assemblies to mplemem key aspects of their
newly drafted strategic plans. The program also will support the expansion and strengthening of
the Islamabad-based Pakistan Institute for Parliamientary Services to help it become a staté-of-
the-art resource center that can provide training, analysis-and legislative support services to each
of the six assemblics. An emphasis will be placed on enhancing citizen participation ini the
legislative process.

Support for Oversight and Anti-Corruption Institutions: USAID intends to develdp a
comprehensive transpatency and anti-corruption program with the Government of Pakistan to
strengthen the institutional capacity of key financial, audit and oversight bodies to itaprové the
transparency and integtity of the management of public funds. Improving access to public
information about government budgeting and planring, procurement and goverriment : ces




will also be an important area of focus. Specific activities and counterpart institutions will be
detenmined in consultation with the Government of Pakistan.

B. Political Competition and Co

Election Support Partmership: Using the new five-year strategic plan of the Election
Commission of Pakistan (ECP) as a platform, this program seeks to restore the confidence of the
citizens in the credibility of the electoral process and independence of the ECP. The program
will support the modernization of the national electoral rolls and will provide technological and
infrastructure support to ECP district offices. The program also will support independent
election monitoring for upcoming national and local elections.

Political Party Development: This program will support the ability of political parties to
contribute constructively to democratic policy-making and governance procésses in a more
transparent, research-driven and representative matmer and thereby generate greater public:
conifidence in their ability to govern and effect positive policy change. USAID will work with an
independent implementing pattner to assist parties to seek input of civil society; and conduct
their own research, analysis and training for effective platform and pelicy formulation. Parties
will be supported to communicate more effectively with memberships, constituencies and the
general public; and encouraged to adopt internationally recognized standards for internal
democracy and transparéncy.

C. Rule of Law and Human Rights

Effective and Efficient Delivery of Justice: The National Judicial Policy highlights three pillars:
for imptoving the capacity of and public confidence in the judicial branch and court system: (1):
expeditious disposal of cases, (2) eradication of corruption and misconduct and building a
structure of rule of law, and (3) judicial independence. Warking with the provincial structures of
the Pakistani judiciary, this program will advince these critical goals, with a particular focus on;
the expeditious disposal of cases. The program will focus on subordinate level courts such as:
district and ¢ivil coutts whete the bulk of litigation occurs. Targeted federal level assistance:and,
initiatives to foster the transfer of inmovations across provinces may also be pro\nded
Additionally, partnerships with international judicial support institutions to promote innovations.

in training and development of court personnel may be supported.
D. Ciyil Society and Media

Chvil Society Voice, Accountability, and Capacity: The program aims to promote greater givic:
patticipation in, and oversight of, government to advance good governance. There are three main
objectives: 1) policy advocacy and oversight of government programs (strengthened voice}; 2)
civil society organizational development and targeted training (enhanced capacity); and, 3):
publie-private connections, or linkages, between and among state and non-state actors, such as
civil society; media, educational or policy research entitiés and federal, provincial and local
government (improved accountability). The program will be implemented by an indepenfent
Pakistani organization that will provide organizational development and grants to son-

10




governmental organizations implementing advocacy and goverment f)‘v.e.might activities and to
non-state and state entitiés implementing public-private partnership activities.

Special emphasis will be placed on'support to advance women’s human »rights:a,nd empowe.m;ent
through a targeted grant fund, called the Gender Equity Program (GEP). This program aims to
support the Government of Pakistan’s (GOP) gender policies as described in the National Plan of
Action for Women, the National Policy for Empowerment and Development of Women ‘and
Gerider Reform Action Plans. The program will be-implemented by an independent Pakistani
organization that will provide grants to hundreds of divers¢ local organizations throughout, the
country and across a wide range of priorities including cxpanding women’s access to justice,
enhancing knowledge of women’s rights, combating gender-based violence, and strengthening.
the capacity of women’s advocacy organizations.

Anti-Corruption and Transparency: USAID will work with a local non-governmental.
organizition to establish and publicize a nation-wide fraud reporting hotline: The program will-
collaborate with USAID’s Office of the Inspector General (OIG) to support a specialized fiaud.
prevention and detection progtam to directly monitor relief; reconstruction and developmient
effotts funded by supplemental emergency funding and by the: Enhanced Partnership with
Pakistan Act aver the next five years. USAID/OIG will screen allegations to ensure matters are.
expeditiously referred for investigation or other resolution by the appropriate authorities. The:
program will also work with the National Disaster Manageniént Authority and its provincial,
‘counterparts to introduce greater transparency and accountability, and the: capacity to fulfill its:
mandate during the 2010 flood erisis.

Public Communications: USAID will work with relevant government ministries, provineial
departments and subsidiaries to promote erhanced communication within the Government of
Pakistan and between the government and Pakistani citizens. The program will support targeted.
efforts to improve public communication and outreach by the Government, including but not;
limited to the construction of a data storage and information systems service facility to enable: the:
govemment to employ common applications and enhance government accountability and ajudit:
capability. The program may also support the devélopment of electronic citizen services to:
enable Pakistani citizens to engage the government through electronic forms of communicaion,.
saving time and money. Media programs and information programs will be designed to enhgnice;
Pakistani’s understanding for American developtent programs. Other activities jointly agreed.
by the government counterparts and USAID (in consult with the Public Affairs Section of the;
U.S. Embassy) may also be supported.

Y. Indicators

Both partiés agree that it is critical to establish measurable indicators that can be used to gauge
success in areas supported under this Agreement. Targets, exact definitions, data sources, and
‘other details related to these and additional indicators will be agreed upon and specified more
precisely by the parties through program implementation letters. Selected, key illustritive:
indicators in support of the proposed program areas are, but not linited to:
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Activities undertaken in this Agreement will involve a number of partners and implemieriting
institutions, each of which has specific and complementary roles leading to the achievement of
the objective.

In implementing this Agreement, the Grantee will use its hest efforts to ensure that the Objeqtive:
is achieved as contemplated in this Agteement. It is expected that the primary responsibility for
implementation of Agreement activities will rest with the following Grantee entities, with: the
assistance and collaboration of USAID and various other private and public scctor entities and
nongoveinmental organizations. Economic Affairs Division, Ministry of Econemic Affairs and
Statistics representing the GOP, will serve as USAID's primary counterpart to the Agreement.

For overall coordination on the implementation of the projects, the: Grantee entity will most
likely delegate primary responsibility for purposes relating to the overall coordination of projects.
supporting this Objective.

The Grantee’s role in achieving the results also shall include helping leverage resources,
coordinating efforts among denor-stakeholder partnerships, assisting in information transfer so:
as to reduce duplication of efforts, and encouraging a beneficial flow and dissemination of
information in all areas related to achievement of the above activities. '

USAID will be responsible for program finding and for contracting, disbursing and commmng
funds for the implementing agencies that will be in charge of executing the activities outlined

above. USAID may change or contract with new project implementers at any time,

1. Strategy/Monitoring and Evaluation: Te ensure impact of the. Democracy and Governance
Program, its activities require objective monitoring that produces high-quality data: on
implementation and results, a directed effort to commumicate the effectiveness of these programs

Numbser of selected municipalitics that have mechanisms in place to engage citizens in
decision-making on a systematic basis;

Number of public information requests fulfilled by the government;

Percentage of audit cases resolved;

Number of bills drafted by legislators (private member bills);

Voter list is updated accurately-and in a timely manner;

Reduction in court case backlog and delay;

Number of new government and non-government linkages to create effective state-cifizen
engagement.

Rol¢s and Responsibilities of the Parties

Grantee

USAID |

Additional Planning and Implementation Mechanisms
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publicly to different audiences, and targeted capacity building of government and commqmty
entities. The Parties will work together on monitoring, reporting, and evaluation of activitiés in:
the Democracy- and Govemnance Program. This may include developing or refining preject
indicators and targets; collecting and collating baseline arid periodic monitoring data for projects,
and producing reports and other communication documents.

2. Direct USAID Projéct Interventions: Expanding opportunities within USAID’s existing,
‘portfolio may permit a quick response to essential needs, as jointly defined. Ongoing USAID.
democracy and governance programs that are national in scope may be expanded ‘and amerided
as appropriate through the modifieation of existing contracts, cooperative agreements, and/or
grants with additional resources.

3. Grantee Implementation: To the extent practicable, the Parties will endeavor to have projects:
implemented directly by Grantée upon terms and conditions agreed to bétween USAID and the:
Grantee,

VIL. Monitoring and Evaluation

Monitoring and évaluating activities to ensure that strategic and operational objectives are being:
met will be an important partof the program. Baseline data will be collected on important sdcial.
and economic indicators in program areas and change measured over time. Similarly, basdline:
data on community perceptions of government, media, and improvement in quality of life will
also be measured and change measured over time.

Required data, the formats and frequency of acquisition, and data storage will be agreed upon by
USAID and the project implementers. For practical purposes, sampling methods along with ¢ase
studies may be followed for performance monitoring and assessment. In-depth external
evaluations and andits of particular activities may also be administered as needed to assess
perforinance and make necessary adjustments. Funds under this Agreement may be used to
finanee such evaluations and audits. '

Monitoring and evaluation will be done jointly by the Grantee and USAID, with the objective of

giving the respective implementing partner increasing responsibility for this function as capacity
is built over time.

Both parties agree to the importarice of sound ‘monitoring and oversight systems. When
necessary, USAID will provide monitoring and oversight assistance. In cach province, the:
monitoring will include observing activities and training sessions, verifying people trained iand
infrastracture rehabilitated, performing data quality spot checks, and- other means of verification:

that programs are performing as planned and reported.
The illusteative financial plan for this annex is set forth in the attached Table 1-B. The Grant,

also includes funding for program administration and oversight expenses incurred directly by
USAID.
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Changes may be made to the financial plan by représentatives of the Parties without fogmal
amendment to the Agreement, if such changes do not cause (1) USAID’s contribution to exeeed

the amount specified in Section 3.1 of the Agreement, or (2) the Grantee’s contribution to befless:

than the amount specified in Section 3.2 of the Agreement.

In addition, after such financial plans have been approved by the Parties as part of 'this.
Agreement, changes in line items of such approved financial plans may be made by USAID:

without prior consultation with the Grantee, provided that such changes do not, in the aggregate,

affect more than fifteen percent (15%) of the amount of USAID’s contribution under jthis.

Agreement, as specified in Section 3.1 of the Agreement.
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Constitutions, Laws andi

201}

2012

Total

I
Legal Systems 150,000 __150,000
budicia) independence 300,000 -300,000
Justice System 610,000 510,000
Human Rights 250,000 250,000
Legislative Function
nd Processes 3,306,000 'QAOEDOD
Public Sector Executive
Function - -
Local Government and
Decentralization 24,840,462 24,340,462
Anti CorTuption
IReforms 557,000 557,000
9,775,000 . 9,775,000
: 5,225,000 5,225,000
Evic Participation 36,693,710 36,693,710
Media Freadom and
reedom of
nformation 5,075,000 5,075,000
- Program Design & ‘
Learning (PD&L) 240,000 . 240,000
Direct Pragram Support
- Admilhistration &
Oversight (A&Q) 1,660,000 . 1,660,000
ndirect Program
sppart: Program
Design & Learning
PD&L) 1,000,000 - i 1,000,000
Indirect Program
Support -
Adrninistration &
Oversight (ASO) 4,231,667 - 4,231,667




Amplified Deseription — Social Sector Investment
Health Development Program

I. Introdaction

This annex describes the activities to be undertaken and the progress and achieveménts tp be
mademthﬁmdsobhgﬂedmdmthmAgmemmforthepmpomofthehedthpmgtm
Nothing in this annex shall be construed as amending any of the definitions or terms of the
Agreement.

. Background

Pakistan continues to fwehngedevclopmemalchaﬂmgmasunderscomdbythesbwpmmm
impeoving the health status of its citizens over the last 15 years. Pakistan’s population of 170 miflion
continues to grow faster than its economy, education system, food and evergy supply, infrastructure,
or health care system can sustain. The average Pakistani wotnai has 4.1 children in her lifetimie, and
40% of the population is under 15 years of age. The Government of Pakistan (GOP) would lile to.
halve this fertility rate to 2.1, but do¢s not have the capacity to realize this shift. Even if fertility
is decreased, the lowest projection shows that Pakistan’s population will still grow ta 292 million
by 2050, ﬁmhareamcabaﬂngs&unsonthewun&ysmmmyandsystmm “The high grawth'
ratc and relatively large praportion of population under 15 years of age will continue to
contribute to the increasing demand for scarce resources and services including health.

Pakistan faces enormous in achieving the Millennium Development Goals (MDGs) four (reduce’
child niortality) and five (improve matemal health). Approximately 20,000 women die due to
childbirth related causes every year and pregnancy-related conditions remain the single rost:
important cause of adult female deaths in the country. Further, over 90,000 under-five child.
deaths could be prevented annually in Pakistan if all births were spacedatleastthreeyearsapm

Although a quarter of married Pakistani women would fike to limit their family size or space-
their next pregnancy, this rate has stagnated over recént years at about 22 percent.

Thie country is also struggling to reduce the incidence of infectious diseases, MGD six (coxﬁbat
HIV/AIDS, malaria, and ather diseases). Pakistan remains ane of only four endemic: countries m=
the world with polio. The percentage of fully immunized children is extremely low at 47

Further, water and sanitation-related diseases are responsible for an estimated 16 percent of dnld
momhty annually.

The disastrous floods of July and August 2010, exacerbated Pakistan’s health challenges, fuither
weakening the GOP capamtymdehvercnncalhealthservmes More than 187 primary health.
care. facilities have been damaged or destroyed, substantially increasing the risks of matesnal,



infant, and child mortality. Incidences of skin diseases, diarrhea, acute respiratory mfectmnsmd
other communicable diseases have already increased substantially. The challenge int handllng
these iillnesses is likely to increase with high numbers of pregnant women in the flood-
populanons, it is anticipated that more than 100,000 babies will be born among the

population in the last half of 2010 during the relief and early recovery phases ofdwyster
recovery. The immediate and more long-term development challenge for Pakistan, and that afits.
partners, will be to get Pakistan’s health system functioning to meet the country’s many health
demands.

Health Program

USAID's activities are contemplated in the context of the U.S. Foreign Assistance Framework
(Framework) and consistant with. the US: Pakistani Strategic Dialogue eléments. The activities
described below are arganized under the U.S. Foreign Assistance Framewotk at the Progtam.
area level,

The activities described in this annex to be carried out through this Agreement strengthens and
complements programs that have been implemented under the Strategic Objective t
Agreement for Health and Population Welfare (No. 391-007), dated August 18, 2003. Undez the:
identified program areas, this Agreement will build on the efforts the Parties have carried out
through the strategic objective grant agreement, as well as contribute to addtessing urgent. hebalih
challenges that caused by the flood, including restoring elements of the country’s health system.
that were destroyed or disrupted.

IO, Program Areas/Iliustrative Expected Resnits

The Pakistan/USAID partnership will quickly initiate programs fo assist the federal ;and
provincial ministries in addressing its most crucial post-flood challenges while restoring the
health system to pre-flood operating levels, while working towards the longer term goal of meet
the MDGs by improving the access and quality of health care services.

Relief, recovery and longer term development programs will focus on thrée key areas: 1).
reducing child mortality; 2) improving maternal mortality; and 3) reducing incidence of major:
comrnunicable diseases. Underlying these areas will be critical support to improving the health
system itself, including infrastructure (renovation and construction), equipment and commodities
procurement, and improving the skills of health care workers.

Program activities will work to achieving important results which will include, but not be limited
to:

Reduction in under-five mortality rate,

Reduction in infant mortality rate,

Reduction in maternal mortality ratio,

Increase in proportien of births attended by skilled health personnel,
Increase in contraceptive prevalence rate,
Reduction in unmet ne¢d for family planning, and

Increase in percentage of fully immunized children.



IV. TDlustrative Activities

In support of the above program areas and illustrative results, the Pakistan/USAID partnership
will specifically implement programs in the following areas:

Service Delivery

Long-term assistance in this area will provide essential services and improve the quality and
reliability of care for maternal and child health, family planning and reproductive health,
infectious disease surveillance and immunizations including polio. Relief and early recovery will
focus on the prevention and treatment of diarrhea, respiratory infections, skin diseases, itifectious:
diseases such as cholera and malaria, and acute malnutrition among adults and children,,and’
ensure that pregnant women continue to receive critical prenatal care, and give birth in a clean
environment with a skilled attendant.

As a complement our finaneial support, USAID will also provide short and long-teim techsical
advisors to work with health-related federal and provincial GOP entities. The technical advisers:
will be embedded in the Ministries (or othet relevarit institutions) workiing on specific tasks fuch
as scaling-up of best practices and other key technical issues. They will also help ensure
effective and efficient use of direct cash support provided by USAID to GOP agencies.

Health Facility Infrastructure

Long-term asgistance will include the planned renovation and construction of three key medical
facilities in Karachi, Lahore and Jacobabad, along with the contraceptive warehouse in Karsichi.
In response to the floods, the USG is also prepared to 1) help re-stock and equip basic health
uaits that are still operational, 2) renovate basic health units that were partially damaged to make
them fully functional, and 3) construct temporary structures where total damage has occurred,;

Commuodities, Supply Chain Management, and Cold Storage

USG assistance in these areas includes providing contraceptive supplies, strengthening the GOP
capacity in supply chain management, and providing immunizations and cold storage equipmeent.
Assistance will provide in-kind donations of contraceptive supplies to address the family
planning demand in the public (GOP) and private (social marketing) sectors. The program yill
continue to build the capacity of the GOP to assume full responsibility for contraceptive supply
chain management including: procurément planning, solicitation, storage, and distribution.  To
expand the capacity of the country-wide immunization program, support will be given for the
purchiase of vaccines and cold chain equipment.

Workforce Development

Workforce development programming -will strengthen the skills and nurinber of skilled heplth
workers. by providing support to medicine/public health-related higher education institutions to
provide in-service training. The program will develop and strengthen the capacity of the pﬂ)lie
health educational institutions, nursing, and midwifery schools to generate a more qualified
workforce in the country.



Mumicipal Water Services
USAID will support the design, construction, and oversight for the rehabilitation ot{ the
municipal drinking water supply infrastructure. The rehabilitation will be accompanied by:
capacity building for financial accountability, revénue generation, and long-term sustmnabmty.l
The infrastructure and management activities will be complemented by community and
household hygiene and sanitation demand creation and behavior change activities.

Monitoring, Evaluation and Surveillance

The Agreement provides funding to conduct the 2011 Demographic and Health Survey to hslp
USAID, the GOP and all health partners track the progress Pakistan is making in reaching the:
MDGs. Smaller surveys will be conducted to follow short-term progress and more immediate:
success. Assistance will also continue to support the establishment of an integrated disease:
surveillance system.

V. Indicators

Both parties agree that it is critical to establish measurable indicatars which can be used to gauge:
success in areas supported by activities under this Agreement. Targets, exact definitions, data;
sources, and other details related to these and additional indicators will be agreed upon .and:
specified more precisély by the Parties through program implementation letters. Key illustrative
indicators in support of the' proposed hiealth prograni already identified will include, but ndt be
limited to:

¢ Numbér of people treated for flood-related discases such as diarrhea, respiratory,
infections, skin diseases and acute malnutrition,

« Number of women affected by the flood receiving prenatal care and giving birth in clean-
environments with a skilled attendant, _

* Number of partially or fully damaged health facilities restocked, equipped, repairedjand
restored,

Number of children vaccinated in flood affected areas,

Number of post-partum visits/newborn visits within three days of birth,

Number of women receiving active management of the third stage of labor,

Number of women receiving at least two antenatal visits,

Number of Ministry of Health facilities providing infegrated family planning counseling
and services, ‘

Couple years of protection per year,

Percent of births that occurred 36 or more months after the preceding birth (disaggrégated.
by district, provincial, and national),

Number of children under 5 years of age who have received oral polio vaccination,
Number of children less than 12 months of age who have received DPT3 va'ﬁ:(»:il:lation,‘:|
Number of children under. 12 months of age who have received measles vaccination,
Number of women receiving maternal and child health care in an upgraded or new health
facility,

Number of vaccines purchased,



o Number of community midwives who complete training and are fully operational
6 months of graduation,

e Number of clinical and community health praviders providing client-ceritered counsqhng
aid services for family planning,

o Increased awareness on the patt of citizéns of better hygiene practices, l

e Number of people (disaggregated by sex and location) in target areas with access to
improved drinking water supply, and

o Number of people (disaggregated by sex and location) with access to improved sanitation.
facilities.

VL. Roles and Responsibilities of the Parties

Activilies undertaken in this Agreement will involve a number of partners and implementing.
institotions, each of which has specific and complementary roles leading to the achievement of
the objective.

Al Grantee

The Grantee will use its best efforts to ensure that the Objective is achieved as contemplated in
this Agreement. It is expected that the primary responsibility for implementation of Agreenent
activities will rest with the Federal and Provincial Ministries of Health, with the assistance and
collaboration of USAID and various other private and public sector entities and
nongovernmental organizations. The Grantce’s role in achieving planned results will dlso
include helping to leverage resources, coordinating effortss among donor-stakeholder
parmemhlpa, assisting in information transfer so as to reduce duphcauon of efforts, and
encouraging a beneficial flow and dissemination of information in all areas relateci to
achievement of the above activities. The Economic Affairs Dmsxon, Ministry of Economic
Affairs and Statistics representing the GOP, will serve as USAID's primary counterpart for the
Agreement.

For overall coordination on the implementation of the projects, the Graritee entity will niost
likely delegate primary responsibility for purposes relating to the overall coordination of projects
supporting this Objective. '

ﬁheGraNeeSmlemachmmgthemsultsaIMWMMhldehdpmgleveragemumeS,
coordinating efforts among donor-stakeholder partnershxps, assisting in information transfef so
ag to reduce duplication of efforts, and encouraging a bencficial flow and dissemination of
information in all areas related to achievement of the above activities.

B. USAID

USAID will be respongible forptogmnﬁmdmgandforconmtmg,dlsb\mngandcommxtnng
funds for the implementing agencies that will be in charge of executing the activities outlined
above. USAID may change or contract with new project implementers at any time.




C.  Additional Planning and Implementation Mechanisms

L. Monitoring, Reporting, and Evalugtion: To ensure impact of the Health Develo ]
Program, its activities require objective monitoring that produces high-quality d
implementation and results, a directed effort to communicate the effectiveness of these pro.

to différent audiences, and effecting capacity building of government and commumty

The Parties will work together on monitoring, réporting, and evaluation of activities mthe Health
Development Program. This may include developing or refining projeet custom and
indicators and targets; collecting and collating baseline and periodic monitoring data for proj
and producing reports and other communication documents. ,
2. Direct USAID Projact Interventions: Further expanding opportunities within USAID’ s!
existing portfolio will requlre a quick response to essential needs. Ongoing USAID activitiés in:
health that are national in scope will be expanded and amended as appropriate through! the:

modification of ‘existing centracts, cooperative agreements, and/or grants with additipnal
resources.

3. Grantee Implementation: To the extent practicable, the Parties will endeavor to have.
programs and activities implemented directly by Grantee upon terms and conditions agreed to-

VII. Monitoring and Evaluation

Both partics recognize that monitoring and evaluating (M&E) activities to ensure that strategic.
and operational objectives arc being met will be ammportmtpartofﬁlemoyam Baseline hata
will be collected on important social and economic indicators in program areas and change:
measured over time. Similarly, baseline data on community ‘perceptions of government, media,
and improvement in quality of life will also be measured and change measured over time.
Required data, the formats and frequency of acquisition, and storage will be agreed upon by
USAID and the project implementers. For practical purposes, sampling methaods along with ¢ase
studies may be followed for petformance monitoring and assessment. Credible, objective, jand
accurate monitoring and evaluation activities frequently require in-depth externial evaluationsiand
audits of particular activities. These M&E activities may also be administered as needed to-
assess performance and make necessary adjustments. Funds under this Agréement may be used.
to finance such evaluations and audits. Mommrmg and evaluation will be done jointly by thc
Grantee and USAID, with the ob_lectwe of giving the Government of Pakistan/ Federal |
Provincial Ministries of Health increasing responsibility for this element as their capacity is t‘uﬂt
over time.

Both parties agree to the impertance of sound monitoring and oversight systems. The USAID
health office will establish a monitoting contract that wiil provide maonitoring and overs;ght
assistance to USAID supported programs. In each province, the menitoring will include




performing. data quality spot checks, and other means of verification that progmmst are
performing as planned and repotted.

VIII. Funding !I

Thic illustrative financial plan for this annex is set forth in the attached Table 1-B. The Grant
also includes funding for program administration and oversight expenses mcnned dtmctl by
USAID, Changes may be made to the financial plan by representatives of the Parties without
formal amendment to the Agreement, if such changes do not cause-(1) USAID’s contribution to
exceed the amount specified in Section 3.1 of the Agreement, or (2) the Grantee’s contribution to
be less than the amount specified in Section 3.2 of the Agreement. In addition, after such
financial plans have been approved by the Parties as part of this Agreement, changes in linel
items of such approved financial plans may be made by USAID without prior consultation with
the Grantee, provided that such changes do not, in the aggregate, affect more than fifteen pefcent,

(15%) of the amount of USAID’s contribution under this Agreement, as specified in Section 3.1
of the Agreement.
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HIV/AIDS 5,390,434 - - - 51390,434
LI'nben:mlusia 8,128,000 - - 8,128,000
Other Public Health Thrests 10,469,859 - - - 10,469,859
Maternal and Child Health 67,563,904 - - - 67,563,904
Family Planning and
Repraductive Health 22,363,000 = - - 22;363,000
Water Supply and Sanitation 2,515,000 - - - 2.515,000
Nutrition 2,600,000 - - - 2;600,000
Program Design & Learning
PD&L) - - - - -
Direct Program Support -
dministration & Oversight
1,765,000 - - - 1,765,000
ndirect Prograin Support -
m Design & Leaming
PO&L) 3,000,000 - . - - 3,000,000
indirect Program Support - '
dministration & Oversight
(o] 6,629,803 - - - 1 - 5629803
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Amplified Description — Social Seetor Investment
Education Program

|
l
) Introduction i
L

This annex describes the activitics to be undertaken in the Education Program and the
and achiévements to be made with funds obligated under this Agreement. Nothing in this $
shall be construed as amending any of the definitions or ternis of the Apreement.

IL.  Background

Pakistan continues to face major challenges in meeting the education needs of its citi
Today, approximately 20 million school age children do not have access to quality education and
literacy rates are extremely low (69 percent for men and 44 percent for woméen). These gaps in
educational attainiment are perpetuated by low attendance rates, inadequate infrastructure,|and
poorly trained and frequently absent teachers. Limited govemment capacity, inadéquate funding,
poor coordination between national, provincial, and district level governments, lack of
monitoring and evaluation at all levels, and secirity concerns impede efforts to improve the
sifuation. Despite these challenges, education is a top priority for families. In the absence of
adequate public education, the private sector and religious groups filled the void. Private sector:
schools now account for a third of education institutions.in the country. To reach their poteritial,
Pakistanis must have access to quality, well-governed education at all levels.

Quality basic education not only provides a foundation for future economic growth, but is:
cssential to socializing youth with the values of a just and tolerant society. Countries that invest:
in equitable education reduce their vulnerability to civil unrest. Coanversely, the lack of
education services and its inequitable. distribution are known drivers of instability that can foster
citizens® grievances. Emerging research shows that increasing enrollment rates in secondary
schools by 10 percent can reduce the average risk of conflict by three percentage points.
Increased investment in the education sector will serve as a catalyst for economic: growth, social
tolerance, community- and nation-building, and the prevention of violence.

USAID has an extensive portfolio in the education sector that is responsive to the needs of the;
Pakistani people and the priorities of the Government of Pakistan. USAID works direetly with:
government and local organizations to improve and expand access to and governance of quality:
basic education and to develop leadership in sectors key to development through investment in.
higher education,

USAID’s activities are contemplated in the context of the Pakistan-U.S. Strategic Dialogue.and.
the U.S. Foreign Assistance Framework (Framiework). The activities described below are
orgapized under the Framework at the program area level.



The activities described in this annex to be carried out through this Agreement continue and
complement the projects that have been implemeited under the Strategic Objective :Emm
Agreement for Education (No. 391-003), dated August 9, 2002, and its amendments. Undep' the
identified program areas; this Agreement will buﬂdonﬂleeﬁ‘ortsthel’aruuhavemeqom
through the Strategic Objective Grant Agreement, a3 well as contribuite to restoring the| key
¢lements of the country’s education system destroyed or disrupted by the floods of 2010. |

IOL  Program Areas[llustrative Expected Results |
The Pakistan/USAID partnership will target the Edueation Program at two key areas, ibcqsmg
particularly on girls, in targeted districts, and in key sectors: 1) increased access to, improved
quality of, and improved governance within the basic education secior; and 2) mpn?ved
leadetship through higher education.

Program activities will work towards achieving important results including, but not limited to:

Improved physical environment of schools;

Increaged incentives for enrollment;

Innovative and non-traditional approaches to education;

Improved standards for teachers and increased accountability;

Better teaching skills and subject proficiency in public schools;

Greater access to teaching and learning materials;

Improved institutional and human capacity of local and provincial 'governmenm |
Active community participation in the education sector to drive improvement in schodls;
Improved monitoring and evaluation by provincial and distriet level education officials;
Strengthened higher education institutions; and

Increased access to higher education.

IV. Ilustrative Activities

Provincial Education Programs

The provincial education programs in Punjab, Sindh, Balochistan, and Khyber Pakhtunkhwa are:
tailored to the specific needs of each province and are responsive to priorities of the provircial
governments, including flood response. USAID is partnering directly with the government, -
donors, and local organizations to implement these programs. Activities may include: renov#mg_
and rebuilding schools, providing missing facilities (e.g., clean water, consistent electricity,
toilets, boundary walls, girl-friendly famlmes), cresting new middle school learhing:
opportunities by upgrading existing primary schools, providing stipends tied to regular
aftendance rates, and distributing teaching and learning materials. Capacity building for- the:
‘government, community outreach and mobilization, ‘and meonitoring, reporting, and evaluahon»
are key componerits of each program.

Education Quulity

The Parties will work together at all levels of the education system to improve student learhing.
as well as government capacity at the federal, provincial, and district levels to provide quality
education. In basic education, the Parties will seek to improve achievement in four core mifidle:




and secondary school subjects of English, science, math, and computer literacy. Support fork:ore
subjectsmﬂnwludeteacherandukmmmmrtramngmdupgmdedleammglabsasweﬂaa
special attention to the education needs of internally dl:pm people. In addition, trainingiwill
be provided for provincial and district education officials in budget and data-based declsion
making while teachers will receive professional development suppott in-country and ahlbad.
Select students: and teachers may patticipate in short-term training and cultural exc
Finally, assistance will be provided to the provincial Assessment Boards to ensure that d
exaininations ate in line with the new curriculum and emphasis is placed on higher o
thinking skills.

Teacher Education

The Parties will also work to enhance thequalrty of basic education in Pakistan bystmngﬂnmmgi
the institutions that provide pre-service teacher education. Programs will bepefit new and'
practicing teachers by helping upgrade their teacher qualifications. The program will also work
to develop a national framework for the accreditation and licensing of teachers.

Assistance will center on strengthening policy and institutional frameworks for delivering quality
education sefvices. Strategies to adopt néw technologies and develop teacher and administrator.
skills will continue to be implemented. Technical assistance will be provided to enhance} the
design of teacher training programs, the development of accreditation and evaluation standarils,.
and the quality of teaching and learning materials. The. capacity of the governmeit to mositor
and -report on teacher performance snd attendance will be a focus of assistance in order to.
promote accountability and transparency in the education sector.

Innovative Approaches ta Basic Education
Assistance will seek to reach children through non-traditional means, inchuding through

television and other media. Innovative approaches will be supported to improve quality of:
education.

Higher Education Scholarships

Parties will work together in higher education to assure that scholaiships enable academxcplty
cligible yet financially needy Pakistani university students continue their studies in Pakistani
universities. The Parties will focus on areas where service delivery is weak and greater Pakigtani
government capacity to deliver education is likely to improve local perception.

The Fulbright program, managed by the Department of State Bureau of Educational and Culthural
Affairs, will provide scholarships to Pakistani students to obtain Master’s and Doctoral deghees:
from U.S. universities. |
Strengihening Higher Education Institutions: !

To better manage increased student populations in higher education, programs will build| the
capacity of Pakistani universities and government entities to manage scholarship programs, build.
viable financial aid systems, pursue fundreising, and establish public-private partnerships.

The Parties will also help build linkages between American and Pakistani academic institutjons
and prontote Pakistani access to global education networks and job markets. As part of this goal,.



the Parties will establish world-class tertiary-level centers within existing Pakistani manmes
that will produce highly skilled and motivated leaders in technical sectors critical to
developinent. At the core of these centers will be long-term, well-funded and mutuaily- mll
collaborative partnerships between lcading Pakistani and American universities. IIf
activities that might be undertaken to develop a center may include infrastructure (e.g., hbmes
classrooms, and research facilities), curricylum development, and faculty training.

V. Indicators |

The Parties agree that it is critical to establish measurable indicators which can be used to gguge:
suceess in areas- supported under this Agreement. Targéts, exact definitions, data sourc :Lo
other details related to these and additional indicators will be agreed upon and specified

precisely by the Parties through subsequent program implementation letters. Key illustrative:
indicators in support of the proposed education program areas are, but will not be limited to:

Number of children eiirolled in targeted districts,

Percent change in parerits’ confidetice levels in public education in targeted districts,
Number of US-supported gradustes from higher education imstitutions,

Number of schools renovated or rehabilitated in targeted distriets,

Number of institutions offering accredited education degrees (ADE, B. Ed. Hons. ),
Number of teachers enrolled in accredited education degrecs (ADE, B. Ed. Hons.),
Number of communities with government mechanisms in place to share/solicit
information, and

e Number of government staff trained (donor coordination, planming, implementation,
administration, monitoring).

VI.  Roles and Responsibilities of the Parties

e & o ¢ o & O

Activities undertaken in this Agreement will involve a number of partners and implementing;

institutions, -each of which has specific and complementary roles: leading to the achievemerit of:
the Objective.

A. Grantee

In implementing this Agreement, the Grantee will use its best efforts to ensure that the Objective:
is achieved as contemplated in this Agreement. It is expected that the primary responsiblltty for
implementation of Agreement activities will rest with the following. Grantee entities, with, the-
assistance and collaboration of USAID and various other private and public sector entities ‘and
Tnongovernmental organizations.

Economic Affairs Division, Ministry of Economie Affairs and Statistics representing the GOP,

will serve as USAID's primary counterpatt to the Agréement. For overall coordination on the
implementation of the projects, the Grantee entity will most likely delegate primary
responsibility for purposes relating to the overall coordination of projects supporting this.
Objective.




The Grantee's role in achicving the results also will include supporting changes in policy and
practice to achieve shared education goals, helping leverage resouirces, coordinating efforts
among donor-stakeholder parinerships, assisting in information transfer so as to reduce
duplication of efforts, and encouraging a beneficial flow and dissemination of information in ail
areas related to achievement of the above activities.

B, USAID

USAID will be responsible for program funding and for contracting, disbursing, and commltﬁng
funds for the implementing agencies that will be in charge of executing the activities outlpned
above. USAID may change or contract with new project implementers at any time.

C.  Additional Planning and Implementation Mechanjsms

1. Monitormg, Reporting, and Evaluation: To ensure impact of the Education Program, its
aetivities require objective monitoring that produves high-quality data on implementation and
resylts, a directed effort to communicate the effectiveness of these programs to
andiences, and. effecting capacity building of government and community entities. The Parties:
will work together on monitoring, reporting, and evaluation of activities in the Educstion
Program. Monitoring, reporting, and evaluation activities may include developing or mﬁnmg;
project custom and standard indicators and targets; collecting and collating baseline and perigdic.
monitoring data for projects; and producing reports and other communication documents.

2. Direct USAID Project Intervemtions: Further expanding opportunities within USAID’s
existing portfolio will pmmt a quick response to essential needs. Ongoing USAID activities in-
education that are national in scope will be expanded and amended as approptiate through the.
modification of existing contracts, cooperative agreements, and/or grants with additional

3. Grantee Implementation: To the extent practicable, the Parties will endeavor to have projects.
implemented directly by Grantee upon terms and conditions agreed to between USAID and: the-
Graritee.

"VII. Monitoring and Evaluation

Monitoring and evaluating activities to ensure that strategic and operational objectives are being
met will be an important part of the Education Program. Baseline data will be collected on
important social and economic indicators in program areas andchangemcasmedovcrﬁme.
Similarly, beseline data on community perceptions of government, media, and improvement in
quality of life will also be measured and change measured over time. Required data, the forthats
and frequency of acquisition, and storage will be agreed upon by USAID and the project-
implementers. For practical purposes, sampling methods along with case studies may be
followed for performance moiitoring and assessment. In-depth exteérnal evaluations and audits of
particular activities may also be administered as needed to assess performance and make:
‘necessary adjustments, Funds under this Agreetent may be used to finance such evaluationsjand
andits. Monitoring and evaluation will be dome jointly by the Grantee and USAID, with the:



objective of giving the provincial governments increasing responsibility for this.clement as their
capacity is built over time,

In addition to the distriet strategic plans discussed in Section VI, USAID will conduct regular
monitoring and evalyation of education activities throughout the life of the program.

Both parties agree to the importance of sound monitoring, oversighit, and reporting systéms,
When riecessary, USAID will provide for a monitoring contract will pravide monitoring and
oversight assistance, In each province, the monitoring will include observing activities. and
training sessions, verifying people trained and schools rehabilitated, performing data quality spot
checks, and other means of verification that programs are performing as planned and reported.

VIII. Funding

The illustrative financial plan for this annex is set forth in the attached Table 1-B. The Grant also
includes funding for program administration and oversight expenses incurred directly by USAID
Changes may be made to the financial plan by representatives of the Parties without fomml:
amendment to the Agreement, if such changes do not cause (1) USAID's contribution to ex¢eed
the amount specified in Section 3.1 of the Agreement, or (2) the Grantee’s contribution to belless;
‘than the amount specified in Section 3.2 of the Agreement. In addition, after such financial plans
have been approved by the Partics as part of this Agreement, changes in line items of such.
approved financial plans may be made by USAID without prior consultation with the Grantee,
provided that such changes do net, in the aggregate, affect more than fifleen percent (15%) of the.
amount of USAID’s contribution under this Agreement, as specified in Section 3.1 of the:
Agreement.
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‘ 1,700,000 - - - - 1,700,000
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Amplified Description — Economic Growth
Economic Opportunity

L Introduction

This annex describes the activities to be undertaken and the progress and achievements to be
made with funds obligated under this Agreement. NMmMslith
amending any of the definitions or terms of the Agreement.

II.  Background

Pakistan faces immediate and severe political and economic challenges that threaten the:
country’s stability. Massive flooding has affected almost 20 million people, destroying criops,
housing, and infrastructure. Energy shortages and inflation, particularly food ptices, exacerbate a
yolatile political situation; insufficient révenue generation harpers the ability of the govennnent
to provide neceded services; and Pakistan’s inability to economically engage its people is:
increasing the appeal of extremists. Long term stability rests upon the promise of increasing:
cconomic growth and ensuring that disaffected sections of the population in conflict and flood,
areas who may be inclined to support terrorism are included. Economic opportunity and, job:
creation are essetitial to furthering the United States Government’s (USG) strategic ob]eetlm in:
Pakistan which inclidle the development of a stable, well-governed and economically viable
country. Well designed and targeted economic development activities that alleviate ‘Pakistan’s:
immediate challenges and support econmnicﬁreedommddevelopment will have the gregtest
potential to provide employment opportunifics and increase incomes of Pakistan’s perl
USAID activities in Pakistan will support public sector, private sector and civil society efforts to
expand economic opportunities for micre, small, medium entetprises, train workforce, remtove.
barriers to invéstment and trade, transform agiiculture, and improve access to energy througkout:
the country.

USAID’s activities are contemplated in the context of the U.S. Foreign Assistance Framework
(Framework). The activities described below are organized under the U.S. Foreign Assmances
Framewoik at the Program -Area level.

The activities described in this annex to be carried out through this Agreement eontinues lamd,
compliments the projects that have been implemented under the Strategic Objective Grant
Agreement for Economic Growth (No. 391-006), dated August 18, 2003, Under the m@ed
Program Areas, this Agreement will build on the efforts the Partics have carried out through the-
Strategic Objective Grant Agreement

IL  Program Areas/[Illustrative Expected Revults

To aupponthebmadgoalofumsedmclusweandsusmMIe gxowthmPahstanth:mgh
increased competitiveness and increased economic opportunity, the Pakistan/USAID pertnership:




|
|

|
will suppert programs aimed at six key areas: 1) Expanded Enterprise Growth; 2).Impn+veq
Business Enabling Environment; 3) Improved Effectiveness of Core Financial Institutions; 4)

Improved Delivery of Financial Setvices; 5) Increased Transparency and Capacity for Trade; and
6) Improved Workforce Development Systems. |

Program activities will be aimed at achieving significant results which will include, but net be
limited to:

o Businesses in flood and conflict affected areas restored fo pre-fiood revenue levels;

e Policies reformed and implemented in-line with global best-practice to increase econgmic:
activity;

o Improved collateral and credit registries with greater participation from businesses;

= Increasing availability of financial services to small and medium enterprises;

o Increased legitimate trade and reduced informal trade along Pakistan/Afghanistan border:
due to enhanced customs procedures;

* Youth from flood and conflict affected areas employed due to USG-supported vocatipnal
training. '

IV. IMustrative Activities

Assistance will complement USG efforts to help the Pakistan govemment restore crifical
infrastructure. in power, agriculture, water and other sectors: USG will support Econdmic
Opportunities to help Pakistanis in flood and conflict affected areas recover and rebuild their
livelihoods and businesses. Interventions will be based on market demand, rapid response to
opportunities for immediate impact in flood affected and other vulnerable districts, iand
implementation through local public and private institutions. A special focus of assistance wifl be-
the rehabilitation of private firms in the flood and conflict affected districts of KPK, Southiern
Punjab, and Sindh, and Balochistan to help employmient reach pre-crises levels. Assistance will
be provided with an emphasis on showeasing improved goverment service delivery and wil] be
deliveted in conjunction with GOP entities such as the Provincial Reconstruction, Rehabilitation
and Settlement Autherity and the National Disaster Management Authority.

Without broad-based and continuing growth, however, it will be difficult to overcome the
destabilizing forces that threaten Pakistan's political stability. Toward this end, USG will support-
the GOP policy reforms that will create the short and long: term conditions for economic growth.
The economic policy component will improve the business environment and government service
delivery through improved planning and budgeting, international best practice policy reform, and
streainlined regulations and procedures at the federal, provincial, and district levels. USAID will
assist the GOP to address key revenue and expenditure reforms, including the GOP’s efforts to
corporatizé and privatize state-owned enterprises that are draining the public coffers. USAID
Collaboration with one or more non-governmental economic reform institution, including
academic organizations will allow for objective and independent amalysis of the critical policy
constraints facing Pakistan’s ‘economy, and, by doing -so, hold the GOP accountable for its




Access to finance is widely acknowledged as a key enabler to broad based economic growth.
Despite efforts by the GOP to broaden access to finance, ‘access to financial products by small
and medium sized enterprises (SMEs) remains limited in Pakistan. SMEs have di&ulty
verifying their incomes and banks are unwilling to reach out to new clients. Financial accsss is
also low among the poor, women, and small and microenterprises in rural areas. Increasing
access fo finance will lead to greater investment on the part of enterprises and in-turn higher
incomes for people in vulnerable areas — thereby increasing GOP legitiniacy and suppdrting
Pakistan’s efforts to combat extremist threats. USG will support the State Bank of Pakistan’s
efforts, particularly in the area of SME lending. Activities supporting finance will undergird.
assistance provided by the USG and GOP in agriculture, energy, and other economic growth
initiatives.

Impreved management along the volatile Pakistan/Afghanistan border is vital to both. econoinies
and will boost regional trade, while dlmumgmgthe informal trade that undermines law and
order in Pakistan. To this end the USG is supporting the GOP in facilitating imptoved
infrastructure and customshaimommhonatborderposts. More broadly, the USG will support
Pakistan’s efforts to increase exports through improvements to its trade and investment enabling
environment, including assistance to GOP’s commercial facilitation efforts.

Vecational training programs will both benefit business and provide job opportunities for
vulnerable youth from flood affected and other vulnerable ateas. Training courses taught to
muandsmwdsmmaedhxghfmploymcmmmﬂbecmrdmawdthwghthe
private sector to ensure relevance and implemented predominantly through GOP funded training
institutes, -

Woinen are especially vuinerable given their generally mazginalized status in society and major
role in the household economy. Creating economic opportunities at the grassroots level thréugh
thcmleroandsmallenterpnseseetoraswell as working to ensure that women have full access ta
employment and entreprencurial opportunities will lead to job creation and increased income for
woinen — and thereby also benefit Pakistan’s overall economic growth.

V. Indicators

Both parties agrec that it is critical to establish measurable indicators which be used to gauge
success in arcas supported by activities under this Agreement. Targets, exact definitions, :data
sources, and other details related to these and additional indicators will be agreed upon and
specified more precisely by the Parties through Implementation Letters as well as Agreenients
and Contracts with third parties. Key illustrative indicators in support of the proposed econgmic
growth program areas are, but are not limited to:

Improvement in the World Economic Forum ranking attributable to USG assistance
Number of SMEs to qualify for formal sector financing

Value of exports in target industries

Improvement in critical World Economic Forum sub-indices attributable to USG
assistance A v

o Border crossing procedures harmonized with Afghanistan




Number of shipments to Afghanistan for which formal data (content, weight, value) was
exchanged

Number of Pakistani foreigh cominercial service officers trained

Number of bankers trained in asset based lending practices

"Number of economic policy fora hosted by USAID

Number of entities contributing te credit reference databases

Number of institutions using credit reference databases

Number of institutioiis contributing to credit reference databases

‘Number of SME loans

Value of SME loans

Number of new financial services, instruments, products and channels through which
they are offered

Value of revenue for USG assisted Small and Medium Enterprises

‘Value of revenue for USG assisted Microenterprises

Number of démand-driven workforce eurricula developed

N;:lber of participants fram USG-funded workforce development programs placed in
jo

V1. Reles-and Responsibilities of the Parties

Activities undertakeri in this Agreement will involve a number of partners and implementing:

institutions, each of which has specific and complementary roles leading to the achievement of
the Objective.

A.  Grantee

In implementing this Agreement, the Grantee will Gse its best efforts to ensure that the Objedtive.
is achieved as contemplated in this Agreement, It is expected that the primary responsibility for’
implementation of Agreement activities will rest with the Ministry of Finance, with the.
agsistance and collaboration of USAID and various othet ptivate and public sector entmes md
‘nongovernmental organizations. Ministry of Finance will serve as USAID's primary coun
m-theAgmunenLMinisttyofFimmewindsomeasthe-Gmmeenﬁtywimpﬁmq
respongibility for the program arca entitled, “Improved Business Enabling Environment,” with
the assistanice and collaboration of USAID and various other private and public sector entities
and nongovernmental organizations. Pursuant to section 7.2 of the Agreement, the peison
holding the office of Secretary shall be the representative of the Grantee for purposes relating to.
these Program Areas.

For overall coordination on the implementation of the projects, the Grantée entity will tiiost
likely delegate primary responsibility for purposes relating to the overall coordination of projects
supporting this Objective.

In each of these program areas, the Grantee's role in achieving the results also will include:
helping leverage resources, coordinating efforts among donor-stakeholder partnerships, assisting'
in information transfer so as to reduce duplication of efforts, and encouraging a beneficial flow:
and dissemination of information in all afeas related to achievement of the above activities.




B. USAID

USAID will be responsible for program funding and for contracting, disbursing and commiiting
funds for the implementing agencies that will be in charge of executing the activities outlined
above. USAID may change or contract with new project implementers at any timie.

C.  Additional Planning and Implementation Mechanisms

1. Each activity will be monitored and evaluated according to the specifications of each
agreement. At minimum, these will include weekly updates, quarterly and annual reporting;, and
mid-term and final evaluations.

2. Direct USAID Project Interventions: Further expanding opportunities within USAID’s
existing portfolio will permit a quick Tesponse to essential needs and will support activities in afl
program areas. Ongoing USAID activities in: 1) Expanded Enterprise Growth; 2) Impreved
Business Enabling Environment; 3) Imptoved Effectiveness of Core Financial Institutions; 4)
Improved Delivery of Financial Services; 5) Increased Transparency and Capacity for Trade;
and, 6) Improved Workforce Developmenit Systems that are national in scope will be expanded
and amended as appropriate through the modification of existing and new contracts, coopenjtive
agreements, and/or grants with additional resources.

3. Gramiee Implementation: To the extent practicable, the Parties will endeavor to have projects
implemented directly by Grantee upon terms and conditions agreed to between USAID and the

VIL. Monitoring and Evalustion

Monitoring and evaluating activities to ensure that strategic and operational objectives are being,
met will be an important part of the program. Bascline data will be collected on irnportait social
and eéconomic indicators in program areas and change measured over time. Similarly, baseline
data on community perceptions of government, media, and improvement in quality of life will
also be measured and change measured over time. Required data, the formats and frequency of
acquisition, and storage will be agreed upon by USAID and the project implementers. For -
practical purposes, sampling methods along with case studies may be followed for performance:
monitoring and assessient. In-depth extemal evaluations and audits of particular activities may
also be administered as needed to assess performance and make necessary adjustments. Funds:
under this Agreement may be used to finance such evaluations and audits. Monitoring :and
evaluation will be done jointly by the Grantee and USAID, with the objective of giving the.
Ministry of Finance increasing responsibility: for this elernent as their capacity is built over time.
In addition to the District Strategic Plans mentioned in Section VI, USAID will conduct regular
monitoring and evaluation of all program areas described herein throughout the life of the.
program.




Both parties agree to the iinportance of sound manitoring and oversight systems. When
necessary, USAID will provide for a monitoring coitract will provide monitoring and oversight
assistance. In each province, the monitoring will include observing activities and training
sessions, verifying people trained and clinics rehabilitated, performing data quality spot checks;
and other means of verification that programs are performing as planned and reported.

VIIL. Funding

The illustrative financial plan for this annex is set forth in the attached Table 1-B. The Grant
also includes funding for program administration and oversight expenses incurred directly by
USAID. Changes may be made to the financial plan by representatives of the Parties without
formal amendment to the. Agreement, if such changes do not cause (1) USAID’s contribution to
exceed the amount specified in Section 3.1 of the Agreement, or (2) the Grantee’s contribution to
be less than the amount specified in Section 3.2 of the Agreement. In addition, after such
financial plans have been approved by the Parties as part of this Agreement, changes in ling
items of such approved financial plans may be made by USAID without prior consultation with
the Grantee, provided that such changes do not, in the aggregate, affect more than fifteen pescent
(15%) of the amount of USAID’s contribution under-this Agreement, as specified in Sectios 3.1
of the Agreement.
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1
7,748,317 - - - - 7,748,317
Nanciat 3 i
ancial Sector Enabling
Environment 15,840,000 - - - - 15,840,000
Financial Sector Capacity 10,165,000 - - - - 19,165,000
- - - - 700,000 |
Enviroriment 11,907,352 ; - - - | 13,907,352
IPrlvate Sectar Capacity 74,390,943 - - - - 74'_,390,943
trengthen Microenterprise
Prodyctivity 7,870,000 - - - - 7,870,000
Direct Program Support -
Program Design & Learning .
PD&L) 1,100,000 - - - - 1,100,000
Direct Program Support - '
dministration & Qversight
A&O) 2,500,000 - - - - 2,%00,000
Indirect Program Support -
Program Design & Learning _
PDEL) 1,000,000 - - - - 1,600,000
Iindirect Program Support -
inistration & Oversight '
(ARO) 10,778,150 - _ - - _ - 10,778,150




Annex 1-C2
Amplified Description — Economic Growth
Agriculture Progrsm

L Introduction
Ihsamexdmn'besmewuwuesmbemdemkmmdthepmmaudachevcmentsmbe

made with funds obligated under this Agreement. Nothing in this annex shall be construed as
amending any of the definitions or terms of the Agreement.

IO.  Background

While Pakistan’s economy is the 48th largest in the world, estimated GDP growth for 2009 was
estimated at just 2%, almost equal to the estimated population growth of 1.95 percenit, Economic

performance has suffered from a lack of investment particularly in the agrieultural sector which.

is increasingly threatened by water scarcity, constant economically and politically debilitating
power outages, and ongoing security: challenges along the westein border. Long term stability
rests upon the promise of increasing economic growth and ensuring that disaffected sections of
the population who may be prone to supporting terrorism are included. Economic oppottuhity
and job creation are essential to furthering the Govemment of Pakistan (GOP) and the United
States Govermment’s (USG) strategic objectives in Pakistan which include the development of a
stable, well-governed and economically viable vountry that enjoys improved relations with ity
neighbors.

A modern and regionally competitive. cconomy, particulatty in the agricultural sector, is the
single most important engine to produce jobs and raise incomes for the majority of Pakistan’s
impoverished citizens. Building on past programs, USAID will assist the¢ Government of
Pakistan in revitalizing the agriculture sector through rehabilitation of infrastructure and public
sector buildings supporting agriculture

Apmcularfecusmllbeonhelpingtostrengthenmdexpandﬂxeoperauonalcapabdmesof‘

GOP and other Pakistani institutions to improve their program management, o
évaluation, and accmmtalnhty skills. Various projects and programs will also strengﬂ:cn
academic, economic, agricultural research, and other institutional linkages between Pakistan, the
U.S,, and the rest of the global coramunity. Key elements to the agriculture work will be “Bigh
impaet” infrastructure projects and private sector growth.

In addition to the agriculture challenges Pakistan’s agricultural section already faced the:
disastrous floods of July and August 2010, cxacerbated the existing problems within the se¢tor,
and credted new challenges. The GOP Ministry of Agriculture estimates that the floods have;
resulted in a loss of 37% of the rice crop, 17% of the cotton crop, and 15% of sugarcane. ‘The
wheat crop was harvested before the floods, but one million metric tons of stored wheat has feen;
damaged. Large numbers of rural families have been displaced and farmers are out of work.
The tertiary canal systems in the Indus valley have been heavily damaged with lesser damage to:




\

the secondary and primary systems. Theroadsystemhasalsobeenlfcavdyfimnag?q vhi
underminesﬂ:eAbﬂi'tytodeliverOfthe.govemmmtanddomtodchv:rrehef'asgtmto
rural communitics as well as eventually pgoviding'messtomaﬂ.tets once pmdm:ﬁon'ns restored.
The food security, livelihoods, and health of many rural Pakistanis are threatened.

Pakistan’s challenge, and that of its partners, is to speedily respond to the disaster _reh‘ef, recover
and reconstruction needs of the rural populanonsaﬁ'ectedhytlmﬂoods 80r0SS an immense ares.
Coordination among all government agencies at the national, provincial and local levels, as well
as among the donors and concerned NGO, is an absolute must. Once the flood water recedes
the returning rural population and those who never left will need support 1'n_.t,enns;ofkey
agriculture inputs, repair and rehabilitation of irrigations and livelibood opportunitics.

The work to be carried out through this Agreement continues and compliments the projects
implemented in the past year under previous agreements: Strategic Objective Grant Agreements:
Economic Growth (No. 391-006, dated August5, 2003) while seeking to help re-establish
Pakistan’s agriculture ‘system “build back better and build back smart”. Undér the identified
Program Areas, this Agreement will build on the efforts the Parties liave cairied out through the
SOAGs since 2002,

In addition to agricultural activities, USAID will also focus on water and energy issues, pre-flood
and post-fload in order to fully support the agricultural sector’s return and associated job
creation.

USAID’s activities are contemplated in the context of the U.S. Forgien Assistance Framewurk
(Framework):

1. Economic Growth: To gencrate broad-based economic growth, including the sustainable
management of renewable natural resources on which it depends.

HI.  Program Areas/Illustrative Expected Results

The Pakistan/USAID partnetship will suppart programs aimed at four key areas: 1) sustainable,
transformative agricultural growth in target sectors; 2) tmore efficient land and water
management and use over expanded areas; 3) increased productivity of key agriculture sectors;
and 4) restored and improved livelihoods. To address these areas, the Partnership will have to
help Pakistan minimize or manage the flood-caused darnage, as it prepares to move forward with
a more efficienit, productive and sustainable agricultural sector.

Program activities will be aimed st achieving important results which will include, but not be;
limited to:
L Increased, inclusive, and sustainable economic growth in target areas
a. Building and rebuilding towards a sustainable, transformative agricultural growth.
in target sectors
b. Mare efficient Jand and water management and use over expanded areas
¢. Increased productivity of key agriculture sectors
d. Restored and improved livelihoods




IV. Diustrative Activities

The partnership aims to advance the modernization of Pakistan’s agriwlture‘sector. Invest;mn}nts
in agrtt:nnlmm will address sector imigation issues and will improve the profitability- of
agricultural markets, particularly the dairy/livestock subsector. Sub'stan_twc impact, h;gh
visibility U.S. agriculture programs will include rehabilitation and/or expansion of irrigation to
increase the number of farmers with access to irrigated land and updated watér management
systems that create economic growth. Small-scale irrigation and drip irrigation systems will be
prioritized. U.S. assistance for agriculture will link low-income farm families with the benefits
of improved techniqucs and markets through support for agricultural research, prodwer
organizations, extension services, and marketing, especially in areas vulnerable to extremigm.
The agriculture program will also capitalize on opportunities to improve productivity in
livestock, dairy, horticulture and basic food grains as well as the related processing and
marketing enterprises to support those industries. Women make up a significant portion of small
farmers in Pakistan, especially in the livestock sector, and will benefit from U.S. efforts to
improve productivity and lirk farmers to markets. The U.S. Government will work with
Pakistan’s Ministry of Food, Agriculture and Livestock and provineial agriculture departments to
assist in the design and implementation of these activities.

V. Indicators

Both parties agree that it is critical to establish measurable indicators which can be used to gange
success in areas supported by activities under this Agreement. Targets, exact definitions, data
sources, and other details related to these and additional indicators will be agreed upen and
specified more precisely by the Parties through program implementation letters. Key illustrative
indicators in support of the proposed agriculture progtam areas may include but are not limited
to:

Sustainable transformative agriculture growth in target sectors
1. Crop value per unit of land in target sectors
2., Total production value pér unit of lind in target areas
3. Crop yield per unit of land in target sectors

More efficient land and water management and use over expanded arcas
1. Water storage capacity in target areas as a result of USG assessment
2. Number of hectares urider cuitivation/unit of water(“drop per crop”™) in target areas
3. % of total hectares cultivated in target area under irrigation
4. Number of hectares under improved technologies or management: practices as resul} of
USG Assistance ,
Increased productivity of key agriculture sectors
1. Gross sales of key sectors supported with USQ assistance disaggregated by product (¢.g.,
dairy, horticulture, grain) A
2. Increased yields of key products (e.g., dairy)




Restored and improved livelihoods
VL.  Roles and Responsibilities of the Parties

Activities undertaken in this Agreemerit will involve a number of partners and implementing
institutions, each of which has specific and complementary roles leading to the achievement of
the objective.

A, Grantee

The Grantee will use its best cfforts to ensure that the Objective is achieved as contemplated in
this Agreement. It is expected that the primaty respoisibility for implementation of Agreement
activities will rest with the Economic Affairs Division of the Ministry of Finance, with the
assistance and collaboration of USAID and various other private and public sector entities and
nongovernmental organizations. The Grantee’s role in achieving planned results also will
include helping to levemge resources, coordinating efforts among donor-stakehoider
. partnerships, assisting in information transfer so as to reduce duplication of efforts, and
encouraging a beneficial flow and dissemination of information in all areas relafed to
achievertent of the above activities. Economic Affairs Division, Ministry of Economic Affairs
and Statistics representing the GOP, will serve as USAID’s primary counterpart for the
Agréement.

For overall coordination on the implementation of the projects, the Grantee entity will most
likely delegate primary responsibility for purposes relating to the overall coordination of projects
supporting this Objective.

The Graniee’s role in achieving the results also will include helping leverage resourees,
coordifating efforts among donor-stakeholder partnerships, assisting in information transfer so
as to reduce duplication of effarts, and encouraging a beneficial flow and dissemination of
information in all areas related to achievement of the above activities.

B. USAID

USAID will be responsible for program funding and for contracting, disbursing and committing
funds for the implementing agencies that will be in charge of executing the activities outlined
above. USAID may change or contract with new project implementers at any time.

C.  Additional Planning and Implementation Mechanisms

1. Each activity will be monitored and evaluated according to the specifications of each
agreement. At minimum, these will include weekly updates, quarterly and anmual reporting, and
mid-term and final evaluations,

2. Direct USAID Project Interventions: Further expending opportunities within USAID’s,
existing portfolio will permit a quick response to essential needs and will support ail program:
arcas. Ongoing USAID activities in agriculture that are national in scope will be expanded:and




amended as appropriate through the madification of existing contracts, cooperative agreements,
and/or grants with additional resources.

3. Grantee Implementation: To the extent practicable, the Parties will endeavor to have p :
implemented directly by Grantee upon terms and conditions. agreed to between USAID and the

VI. Monitoring and Evaluation

Monitoring and evaluating activities to ensure. that strategic and operational objectives aré bng
met will be anlmportantpartoftheprogmm. Baseline data will be collected on mpoﬂantsocml
and economic indicators in program areas and change measured over time. Similarly, baséline:
data on commutiity perceptions of government, media, and improvement in quality of life will
also be measured and change measured over time. Required data, the formats and frequency of
acquisition, and storage will be agreed upon by USAID and the project implementers. For
practical purposes, sampling methods along with case studies may be followed for perfarmance:
monitoring and assessment. Jn-depth external evaluations and audits of particular activities may
also be adininistered as needed to assess performance and make necessary adjustments, Funds:
under this Agreement may be used to finance such evaluations and audits. Monitoring ‘and)|
evaluation will be doncjomﬂybytheG:mtee and USAID, with the objective ofgmngthe
Govemment of Pakistan increasing responsibility for this element as their capacity is built gver
time.

In addition to the District Strategic Plans mentioned in Section VI, USAID will conduct regular
monitoring and evaluation throughout the life of the program,

Both parties agrec to the importance of sound monitoring and oversight systems. When
necessary, USAID will provxde for a monitoring conitract will provide monitoring and oversight
assistance. In each province, the monitoring will include observing activities and training
sessions, verifying peopleé trained and clinics rehabilitated, performing data quality spot cherks,.
and other means of verification that programs are performing as planned and reported.

VIIl. Funding

The illustrative financial plan for this annex is set forth in the attached Table 1-B. The Grant
also includes funding for program administeation and oversight expenses incixred directly by’
USAID. Changes may be made to the financial plan by representatives of the Parties without:
formal amendment to the Agreement, if such changes do not cause (1) USAID’s contributioh to
exceed the amount specified in Section 3.1 of the Agreement, or (2) the Grantee’s contribution to:
be less than the amousit specified in Section 3.2 of the Agreement. In addition, after such
financial plans have been approved by the Parties as part of this Agreement, changes in line:
items of such approved financial plans may be made by USAID without prior consultation with
the Grantee, provided that such changes do not, in the aggregate, affect more than fifteen peréent.
(15%) of the amount of USAID’s contribution under this Agreement, as specified in Section3.1

of the Agreement.
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Amplified Description — Economic Growth
Energy Program

I Introduetion

) !
This annex describes the activities to be undertaken and the progress and achievements tb be
‘made with funds obligated under this Agreement. Nothing in this annex shall be construed as
amending any of the definitions or terms of the Agreement.

IL  Backgreund

Energy is a critical political and economic issue in Pakistan. Insufficient natural gas and
interruptions in the supply of electricity commonly last for 10-12 hours, leading to riots in urban
arcas throughout the country. During the summer of 2010, about 5,000 MW of system peak
demand was not met due to a nuniber of factors including fuel shortages, Iackofﬂmdsto'h:y
fuel, and power generation capacity shortfalls. Debt within the power sector is enorm
handling the debt is crowding out other necessary expenditures to other public sectors suc
health and education.

Expanding the production of and acoess to electricity and natura] gas are central componenis of
The Enhanced partnership between the U.S. and Pakistan. Efficient production and on-demiand’
amesstobothformsofenergyareesscnnal for industrial and business activities, job creation,
economic development in general and soclo—pohtieal stability. Beyond these direct benefits,
such access to electricity and natural gas also improves the lives of Pakistani citizens ‘and
dcmonstratzsthelong—tempartnerahlpbetweentheUS and Pakistan. As such, the two.
countries will work extensively in this sector with the provision of power-production
mﬁ‘asmmteandmtlcalpolwyreforms This partnership will support quick impact programs.
and projects in such areas as rehabilitation and modemnization of existing facilities; support of
carefully selected public and private investments; improvement of energy sector policies,
governance, performarice and efficiency; and financial self-sufficiency of the sector through full
cost-bascdmffsandoﬁmﬁﬂl-costmeverymwbamm Rapid improvement in the.
governance and self-sufficiency of the energy sector is cssential for accelerated social and
‘economic development and visible improvemenits in the quality of life of all Pakistanis.

In the face of Pakistan’s already serious energy problems, the disastrous floods of July :and,
August 2010, which affected as many as 20 million people, bave created their own tisk and.
threaten to exacerbate the problems of energy. Preliminary flood damage assessment of the
Ministries of Water and Power and Petroleun and Natural Resources show the direct and.
‘indirect damage:to exceed $200 million (US$175 million to the power system and US$25 million
totheoﬂmdgassystemmcludmgchselymlmdmadsandbﬂdgmmdothergmual
infrastructure, Direct damage is mainly to system facilities; indirect damage is mainly to closely
related roads and bridges and other important support infrastructure.




A rough breakdown of damage by category is a follows:

~  GOP-owned dams and hydrapower generation facilities ((/S$35 million) '

- GOP-owned thermal power generation, transmission and distribution facilities (US$125
million)

- privately-owned national power grid power generation plants (US$15 million) !

- Oil and gas systtm mainly closely related roads and bridges and other gemeral
infrastructure that might limit or prevent the supply of liquid fiiels to power plants,
industry and end-use customers (US$25 million)

The partnership®s energy activities as originally contemplated have been jointly identified| and
selected in the context of the U.S. Foreign Assistance Framework (Framework). The actiwp’tie.a
described below are organized under the U.S. Foreign Assistance Framework at the Program
Area level,

The activities described in this annex to be camied out through this Agreement continue and
compllment the projects that have been implemented under the Strategic Objective Grant:

conomic Growth (391-006). Under the identified Program Areas, this Agreement will bmlil on
the efforts the Patties have carried out through the Strategic Objective Grant Agreement, as well
as contribute to restoring the key elements of the courtry’s energy sector that have been,
damaged or destroyed or disrpied by the disastrous floods-of 2010, In this context, some alrdady’
announced and plannted energy projects and activities inchuding some mentioned herein will be;
delayed to make funds available for immediate responses to the most urgent flood damage repair
and replacement activities.

HL  Program Areas/Illustrative Expected Results
Increased, Inclusive, and Sustainable Economic Growth in Target Arcas

The Pakistan/USAID partnership will support programs aithed 4t the following key areas: 1)
Reduce the Gap Between Energy Supply and demand including for still unsupplied citizens, 2)
Rehabilitation and modernization of existing encrgy facilities; 3) Support of carefully selested.
public and private investments; 4) Improvement of energy sector policies, governaice,
performance and efficiency; and 5) achievement on financial self-sufficiency of the sector
through full cost-based tariffs and other full-cost recovery mechanisms.

IV. Tlustrative Activities

USAID will work with the GOP to develop conventional and altemative energy resources,
improve the institutional framework, and increase private sector investment in enetgy generation,
rehabilitate thermal and hydropower plants, improve the performance of power distribution
companics and support energy efficiency-initiatives. USG funding will also support the Ministry
of Water and Power and the Ministry of Petroleum, and Natural Resoutces to bring electric
power and indigénous fuel projects to financial closure. It will maximize the multiplier effeet of*
USG seed money with strong local and international private sector and USG financing from
export credit agencies.




V. Iidicators. Both paities agree that it is critical to establish measurable indicators which can
beusedtogaugemoeSSmamssupportedbyacuwnuunderﬂnsAgxment Targets, gxact
definitions, data soutces, andotherdetaﬂsrelatedmﬂleseandaddmomluuhcam:swnﬂbe
agreed upon and speeified more preciscly by the Parties through Implemenitation Letters. 'Key
illustrative indicators of the achievement of authorized and planned energy program objectives
and targets are: |

¢ Reduction of energy sector Supply and Demand imbalance as follows I

o Increase power generation capaity through the rehabilitation of power generation
wnits in four power generation plants (404 MW by Decembet 2011).

o Increase power genemtmn capacity through suppert of the completion of ' two
hydropower generation projects (34 MW by December 2012)

o Reduce demand for electricity through the replacement of inefficient irrigation
tubewell motor pump sets with more efficient sets (45 MW by March 2012)

o Reduce demand for electricity through improvement of in the governdnce,
operational and financial performance, reduction of energy losses of GOP-owned:
power distribution companies (DISCOS) (1,000 MW by December 2014)

o Increase power generation capacity through support of the promotion and
bringing of new efficient power generation projects to financial closure (2,000
MW by December 2014)

o Reduce the demarid for natural gas by improving the efficiency of natural gas:
consuming domestic appliances (20 MCF/year)

o Increase natural gas supply through support of accelerated development of
indigenous conventional and tight gas reserves and coal bed methane potential

. (1,000 BCF by December 2014).

o Increase natural gas supply through support of the promotion and bringing of
liquefied natural gas (LNG) importation projects (150 BCF by Deceritber 2014).

o Major movement toward full cost-based tariffs for government and electric
tubewell consumiers and reduction of at least 50% in the current level of pawer
sector subsidies.

VL Roles and Responsibilities of the Parties

Activities undertaken in this Agreement will involve a number of partners and implemeriting

institutions, each of which has specific and complementary roles leading to the achievement of
the Objective.

A.  Grantee

For overall coordination on the implementation of the projects, the Grantee entity will most
likely delegate primary responsibility for purposes relating to the overall coordination of projects’
supporting this Objective. '

The Grantee’s role in achieving the results also will include helping leverage resources;
coordinating efforts among donor-stakeholder partnerships, assisting in information transfexr so:




as to reduce duplication of efforts, and encouraging & bencficial flow and dissemination of
information in all areas related to achiéveinent of the abdve activities.

B. USAID l[
USAID will be responsible for program funding and for contracting, disbursing and Mm
funds for the implementing agencies thatw:llbemclmge of executing the activities outlined.
above. USAID may change or contract with new project implementers at any time.

C. Additional Planping and Implementation Mechanisms.

1. Each activity will be monitored and evaluated according fo the specifications of each
agreement. At minimum, these will include weekly updates, quarterly and annual reporting). and
mid-term and final evaluations.

2. Direct USAID Project Interveintions: Further expanding opportunities within USAID’s

existing portfolio will permit a quick response to essential needs and will support all program
areas. Ongoing USAID acﬁvnhﬁmamculturethatarenahmalm scope will be expanded and
amended as appropriate through the modification of existing contracts, cooperative agreements,

and/or grants with additional resources.

3. Gramtee Implementation: To the extent practicable, the Parties will endeavor to have projects
implemented directly by Grantes upon tefms end conditions agreed to between USAID and the
Grantee.

VII. Monitoring and Evaluation

Monitoring and evaluating activities to ensure that strategic and operational objectives are being
met witl be anxmportanipnrtoftheprogtam Baseline data will be collected on important sacial
and economic. indicators in program areas and change measured over time, Similarly, baséline:
data on community perceptions of governmenit, media, and improvement in quality of life will
also be measured and chdnge measured over time, Required data, the formats and frequency of
acquisition, and storage will be agreed upon by USAID and the project implementers; For
practical purposes, sampling methods along with case studies may be followed for performgnce:
monitoring and assessnitent. In-depth external evaluations and audits of perticular activities may
also be administered as needed to assess performance and miake necessaty adjustments. Fynds
uider this Agreement may be used to finance such evaluations and andits. Momtonngand
evaluation will be done Jomﬂy by the Grantee and USAID, with the objective of giving the:
Government of Pakistan increasing responsibility for this element as their capacity is built over
time.

In addition to the District Strategic Plans mentioned in Section VI, USAID will conduct regular
meonitoring and evaluation throughout the life of the program:.

Both -parties agree to the importance of sound monitoring and oversight systems. When
necessary, USAID will provide for a monitoring contract will provide monitoring and oversight




assistance. In each province, tlie monitoring will include observing activities and treining

sessions, verifying people trained and clinics rehabilitated, performing data quality spot checks,
and other- means of verification that programs are performing 3s planned and reported.

ViIl. Funding

The iflustrative financial plan for this annex is set forth in the attached Table 1-B. The Grant
alse includes funding for program administration and oversight expenses .incurred di by
USAID. ChangasmaybemadetoﬁmﬁnancmlplanbympresenmvesofthePMhes
fonnalmnendmenttomeAgreement,xfmhchangesdonotcanse(l)USAID s contribution to
exceed the amount specified in Section 3.1 of the Agreement, or (2) the Grantee’s conmbunbn to
be less than the amount specified in Section 3.2 of the Agreement. In addition, after 'such
financial plans have been approved by the ParuesaspartofﬂnsAgreement,ehangesirJhne
items of such approved financial plans may be made by USAID without prior consultation iwith
the Grantee, provided that such chariges do not, in the aggregate, affect more than fifieen percent
(15%) of the amount of USAID’s contribution under this Agrecment, as specified in Section 3.1
of the Agreement.
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Amplified Deseription — Stability
for the

FATA Program
1. Introduction

This annex describes the activities to be undertaken and the progress and achievements to be
made with funds obligated under this Agreement. Nothing in this annex shall be construed as
amendinsun_yofthedeﬁmttonsorwrmsoftheAgreement.

IL. Background

Development Assistance for ifclusive social and ecanomic devalopment in Pakistan’s remote Fedemnlly
Administered Tribal Areas (FATA) bordering Afghanistan ig critical to meeting the objectives of the
United States Government (USG) and the Government of Pakistan (GOP) for the Global War on Tersor.
Bmldmg the capacity of GOP civilian institutions to solidify gams made in post-conflict areas and expand
services tp citizens is the comerstone of USAID effoits in FATA. U.S. assistance will help the
Government of Pakistan improve services to poor and vulnerable communities, reducing the space: for
extremist.groups to gain popular support by doing so instead.

USAID’s FATA Development Program (FDP) complements the strategic objectives of ‘the
USAID/Pakistan Mission in the areas of éducation, democracy and governance, economic

growth, aid health: increased knowledge, training, and infrastructure to improve the quality of
education for females and males; more participatory, reptescnmnve and accountable demomcy;
increased economic apportunities; and improved health in vulbérable populations. USAID is
helping the FATA Secretariat in strengthening the planning and implementation of developmient
programs, and improving outreach to the people of the: FATA, Capacity building of local and
national institutions needs to continue to be strengthened, with increased focus on service
delivery (including healthcare, education, water and sanitation, clean drinking water efc.) and'the
development of institutional cultures that reduce patronage, minimize cormpt:on and maximize
results. Supperting community-level economic and social development is critical to drawiing
FATA into the mainsfream. It will be essential to link medium-term community developient
efforts with longer-térm sustainable development, so the FDP supports bread-based developnient
in FATA. The FDP will:

*  Build Long-Term Capacity: Capacity development is the foundational activity on which
initiatives in FATA should be built. As such, the capacity building effort will address;the
following key areas

o Improve core operational functions: The FDP will focus on developing core operatignal
functions among implementing organizations, These core functions include: strafegy
development, policy formulation, procurément, financial matiagement, and monitoring

* and cvaluation. Strengthmmg core functions will improve the eapacity of public sector
organizitions to improve service delivery over time.




. Impmveaccmtatcclmlogyandbutpmclxes The FDP supports the access to
appmpnate technologies and international best piactices that assist Pahs&mi
organizations to deliver better sérvices. An ilustrative example includes assistaice in
providing access to programs in public outreach, skills developinent, literacy, community
meobilization, and the social sectors.

o Improve média outreach: The FDP will support GOP efforts to improve media outreach in
FATA. This will include assistance in the development of a media strategy, capacity building,
and assistance in developing specific products and programs for media and community outroach.

In the face of Pakistan’s already serious stability situation, the disastrous floods of July and
Angust 2010, wlnchaﬂ’ectedasmanyas%nuﬂmnpeople,hnvecmatedthenmmks,and
threaten to exacerbate the problems of stability. In particular, in the FATA, the dislocation of
communities and. destruction of livelihoods creates an opportunity for increased recruitment by
violent militant groups. It furthermore complicates. the GOP's efforts to return IDPs frpm
previous military opetations to their communities, in areas such as Bajaur and South Waziristan.

USAID’s activities are contemplated in the context of the U.S. Foreign Assistance Framework
(Framework). The activities described below are organized under the U.S. Foreign Assistance
Framework at the Progtam Area level.

The activities described in this annex to be carried out through this Agreement continue and
compliment the projects that have been implemented under the Strategic Objective Geant
Agreement for FATA Program Assistance Agreement (391-010); Project Support Agreemtent
(391-011). Under the identified Program Areas, this Agreement will build on the efforts ithe
Parties have carried out through the Strategic Objective Grant Agreement, as well as conttibute
'wmmmgﬂwkeyel@mcmdthemm&ysheakhsystemd&mwedmdmuptedbyihe
disastrous floods of 2010.

HI. Program Arcas/Ilhstrative Expected Results
Increased Stability in Conflict and Post-Conflict Zones
The Pakistan/USAID partnershnpmllmpponprogramsmmcdatthmekcy ateas: 1) Increased
Opportunities for Involvement in Non-Militant Activities; 2) Increased Legitimacy and Public
Support of Government; and 3) Social and Economic Impact of Conflict Reduce. Note: These
will be PMP Intermediate Results that the sectot teams have agreed upon.
IV. Illustrative Activities

e Improving coordination between government institutions: Unity of effort will need to be

established betwoen all implementing organizations, including Political Agents,

provincial and Agency government organizations and security forces. The FDA will
support joint planning implementation and monitering between civil and military




organizations in order to more effectively address the security and developmental needs
-of GOP objectives. |

o Improving Local Goverhgnce: Over time, more effective local governance structures
need to be introduced as the GOP proceeds with FATA deyelopment. Activities wﬂL.bc
undertaken that support cotamunity initiatives and link these to local govérnment, which
is currently represented by the Political Agent. These activities will lay the groundwork
for the development of local goverance institutions within FATA. The FDA will
promote “single purpose” community groups, such as those organized around school
adininistration, water use, or communal land use. USAID will also provide support to the
development of municipal govemment structures in key FATA cities, helping to
transform them into sustainable urban centers, while introducing the concept of citizen
oversight over operations.

o Enhancing the Government’s capacily to deliver esséritial services in FATA: Capagity
building of local and nationsl institutions will continue to be strengthened, with increased
focus on service delivery (bealth, education clean drinking water etc.) and ‘the
development of institutional cultures that reduce patronage, minimize corruption and
maximize results.

Clvil Seciety

s Assistance to local NGOs to improve capacity in coordintation with the FATAT
Secretariat and FDA to include the private sector and civil seciety organizations in
service delivery.

¢ Civil Society and Rural Suppoit Programs supportirig the capacity of local government
officials and communities engagement with each other. '

* Assistance to Pakistani civil society organizations to advocate targetad policy reforms,
promote: religious freedom and societal acceptance of religious diversity, and monitor
public sectar performance.

e Assistance to improve labor rights standards, eliminate the worst forms of child labor,
address the persistent problem of bonded labor, and combat trafficking-in-persons.

Health

o USG asgistance will improve the health service delivery in selected major towns and
cities of the FATA. The proposed activity is part of a larger Tribal Areas Rurdl to Urban
Centers Initiatives that includes investinents in infrastructure, security, capacity buildjng,
equipment, financial and human resources in these urban arcas. The GOP hopes to
generate 2 variety of opportuities for strengthening the quality of health services for the
regions’ population.




e Quick impact MCH and basic health initiatives focused on improving community h_e&lth
through the rebuilding of primary and secondary hiealth care facilities, the repair' of
community water and sanitation facilities and imptoving the capacity of health care

~ delivery workers,

Education
o Reconstruction of damaged schools and education facilities and improving access to
¢ Support to the Education Directorate of the FATA Secretariat to encourage teachers to
teach in public schools in fhie FATA by providing incentives, i.e. salary supplements and
rdining op ities.
Economic Grawth
Trade and Investment

o Support in establishing Market-Led Growth and an énabling environment for private
sector investment in FATA.

o Support in establishing an apprapriate legal and regulatory enyironment for commer¢ial
law and taxation, inclnding assistince to Reconstruction Opportunity Zones (ROZS) in
FATA

e Promotion of small, medium, and micro-enteiprises. As FATA is .a natural resource-
based economy, laws and policies to ensure the sustainability of vital forest, water and
mineral resources need to be promulgated and enforced.

Infrastructure

* Assistance in rebuilding and improving ecomomic infrestructure in the FATA, ie.
rehabilitation and construction of roads, power supply, water and irrigation systems.

* Infrastructure to improve ttansport of goods and seevices in the FATA. Provide improyed
power service to the SWA Agency capital and provide water for power and irigdtios fo

e Support to rapid rehabilitation of productive assets, improved water managenient, and

employment and income generation through productivity and quality enhancement and
market access.

o Provision of services, commodities and technical assistance to FATA farmers and
capacity building of GOP extension agents to imprave service delivery.




e Procurement and distribution of high milk producing cows, sheep, and goats; as well as
vaccination to control commion diseases and internal parasites.

Private Sector Coppetitiveness

e Micro-entetptise development through micro credits and mlcro-gmnts and larger
community loans to promote entreprenieurship, employment and economic growth.

e Public outreach programs to provide information to remote villages. Programs can
provide information ahout various topics, such as agriculture, livestock, health and
education, as well as impottant public information,

o Skills development invelving a combination of vocatiofial ‘training, on-the-job training,
and informal skills development focused on employment generation for both men and

o Assistance to industries and business sectors presenting high potential for econamic
growth and employment, ¢.g. marble, gem, and leather goods industries in FATA.

Protection, Assistance, and Solutions

o Cash assistance programs with the GOP to accelerate families' return home and
restoration of damaged homes.

» Reestablishment of health scrvices to refurbish basic health units, replace equipment,
provide needed supplies, and provide incentives for health professionals to serve in

» High impact and quick implementation of rchabilitation projects to restore basic
economic and social infrastructure.
Migration Management
* Rehabilitation of small- scale infrastructure such as water supply and sanitation schenies,

rural roads/bridges, irrigation channels; and grants for revitalizing agriculture and
livestock, restofation/promotion of orchards, tourism, hotel industries and minbral
development.
» Cash asdistance program for families with fully or partially damaged homes.
V. Indicators

Both parties agree that it is critical to establish measurable indicators which can be used to
gauge success in areas supported by activities under this Agreement. Targets, exact definitions,




datasomcm,andotherdemﬂsrelatedtothmeandaddmmalmdmtomwﬂlbeagreeduponmd
specified more precisely by the Parties through Implemhentation Letters. Key illustrative
indicators in support of the proposed heaith program arcas are:

s Increased Opportunity for Involvement. in Non-Militant Activitics
o Improved Skills of Youth
o Increased Employment Opportunities
o Increased Connectivity within and outside of Pakistan
¢ Increased Legitimacy and Public Support of the Government
o Local Government Responses to Community Requests Leading to Economic
Activity
o Improved Delivery of Essential Services in Targeted Areas
o Communities Engaged in Reconstructioh Activities
¢ Social and Economic Impact of Conflict Reduced
o IDP Return and Resettlement Facilitated
o Assistance Provided to IDPs and Other Victims of Conflict
o IDPs and Other Victims of Conflict Engaged in Recovery Efforts

V1. Roles and Responsibilitiés of the Parties

Activities undertaken in this Agreement will involve a number of partners and implementing
institutions, each of which has specific and complementary roles leading to the achievement of
the Objective.

A. Grantee

The Grantee will use its best efforts to ensure that the Objective is achieved as contemplated in
this Agreement. Economic Affairs Division, Ministry of Economic Affairs and Statistics
representing the GOP, mllserveasUSAlepmnarycounterpmtfortheAgteemmt,wﬂthe
assistance and collaboration of USAID and various other private and public sector entities and
nongovernmental organizations. The Grantee’s role in achieving planned results also will
include helping to leverage resources, coordinating ecfforts among donor-stakeholder
partnerships, assisting in information transfer so as to reduce duplication of efforts, and
encouraging a beneficial flow and dissemination of information in all areas related to
achievement of the above activitics.

For averall coordination on the implementation of the projects, the Grantee éntity will ‘miost
likely delegate primary responsibility for purposes relating to the overall coordination of projects.
supporting this Objective.

The Grantee’s role in achieving the results also will include helping leverage resources,
coordinating efforts among donor-stakeholder partnerships, assisting in information transfez so
as to reduce duplication of efforts, and encouraging a beneficial flow and dissemination of
information in all areas related to achievement of the above activities.




B. USAID |

USAID will be responsible for program funding and for contracting, d_isbmsing and eommltung
funds for the implementing agencies that will be in charge of executing thp_nctmhm outlined
above. USAID may change or contract with new project implementérs at any time.

C. Additional Flanning and Implementation Mechanisms.

1. Each activity will be monitored and evaluated according to the specifications of each
agreement. At minimnm, these will include weekly updates, quarterly and annual réporting, and
‘mid-term and final evaluations.

2. Direct USAID Project Interventions: Further expanding opportunities within USAID’s
existing portfolio will permit a quick response to essential needs and will support all progeam
areas. Ongoing USAID activities in agticulture that are national in scope will be expanded and
amended as appropriate through the modification of existing confracts; cooperative agreements,
and/or grants with additional resources.

3. Grantee Implementation: To the extent practicable, the Parties will endeavor to have projects
implemented directly by Grantee upon terms and conditions agreed to between USAID and the
Grantee.

VII. Monitoring and Evaluation

Monitoring and evaluating activitics to ensure that strategic and operational objectives are being
met will be an important part of the program. Baseline data will be collected on important soeial
and economic indicators in program areas and change measured over time. Similarly, basefine
data on community perceptions of government, media, and improvement in quality of life will
also be measured and cliange measured over time. Required data, the formats and frequency of
acquisition, and storage will be agreed upon by USAID and the project implementers. For
practical purposes, sampling methods along with case studies may be followed for performance
monitoring and assessment. In-depth external evaluations and audits of particular activities thay
also be administered as needed to assess performance and make necessary adjustments. Funds
under this Agreement may be used to finance sich evaluations and audits. Monitoring and
evaluation will be done jointly by the Grantee and USAID, with the objective of giving ‘the
Government of Pakistan increasing responsibility for this element as their capacity is built aver
time.

In addition to the District Strategic Plans mentioned in Section VI, USAID will conduct regilar
monitoring and evaluation throughout the life of the program.

Both parties agree to the importance of sound monitoring and oversight systems. When
necessary, USAID will provide for a monitoring contract will provide monitoring and oversight
assistance. In each province, the monitoring will include observing activities and trdising




sessions, verifying people trained and clinics rehabilitated, performing data quality spot checks,
and other means of verification that programs are performing as planned and reported. |

VIII, Funding

The illustrative financial plan for this annex is set forth in the attached Table 1-B. The Grant
also includes funding for program administration and oversight expenses incurred directly by
USAID. Changes may be made to the financial plan by representatives of the Parties without
formal amendment to the Agreement, if such changes do not cause (1) USAID’s contribution to
exceed the amount specified in Section 3.1 of the Agreement, ot (2) the Grantee’s contribution to
be Jess than the amount specified in Section 3,2 of the Agreement. In addition, after such
financial plans. have been approved by the Parties as part of this Agreement, changes in kine
items of such approved financial plans may be made by USAID without prior consultation with
the Grantee, provided that such changes do not, in the aggregate, affect more than filteen percent
(15%) of the amount of USAID’s contribution under this Agreement, as specified in Section 3.1

of the Agreement.




Table 1-B to Annex |-D1 !

U.S Partnership with Pakistan
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R B F

Sucrar 2010 2011 2012

Local Gﬁvemment and
Decentralization 10,000,000 . - ~ - 10,000,000
lMgdSa Freedom and _

L of information| 8,752,600 - - - 8,752,600
Basic Education 5,000,000 - - - 5,000,000

- - - | 12,000,000

- Program Design &
Learning (PD&L) 80,000 . - - - 80,000
Direct Program Support i
- Administration &
W (.A&o) 1' lmom - = = - 1,130‘”
Indirect Program

upport-
JAdministration &
Oversight (A%0) - - _ - - 5,302,112




Amplified Description — Stability
for the
KPK Program
L Iatreduction

This annex describes the activities to be undertaken and the progress and achievements to
be made with funds obligated under this Agreement. Nothing in this annex shall be
conistrued as amending any of the definitions or terms of the Agreement.

JI.  Background

Development assistance for social and economic development in the Khyber
Pakhtunkhwa (KPk) in Pakistan is critical to meeting the objectives of the US
Government and the Government of Pakistan (GOP). This assistance will help to
constrain the appeal of extremism and incidence of terrorism in the province through
geographically targeted assistance, promoting more effective, democratic and transperent
governance, strengthening the business énvironment and private sector leadership,
‘improving the education and health service delivery, and supporting sound management
-and implementation of infrastructure projects to encourage sustainable development. All
interventions will be undertaken to bath achieve short-term visible and measurable results
as well as to develop the capacity of local institutions and district level governmental
entities to sustain results. Areas and districts of focus will be based on need, the
availdbility of resources, and discussions with the Government of KPk and the Piovincial
‘Reconstruction, Rehabilitation and Settlement Authority (PaRRSA)

Developmental assistance will support permanent and sustainable change in Pakistan,

The objective is to develop local institutions, govémance structures, and economic
models that the KPk inhabitants can use to sustain economic growth, social service
improvements and political stability. It will be essential to link medium-term community
developmenit efforts with longer-term sustainable. developmetit, so the KPk Government
supports broad-based development. Key areas that will be addressed are:

Capacity development is the foundational activity on which initiatives in KPk should be
built. As such,thecapacttybmldmgeffonwxﬂaddresskcyareasmdevelopmgom

operational functions among implementing organizations, improving access to
technology and best practices, and improving media outreach.

In dialogue with PaRRSA. and other GOP officials, USG assistance will focus on
education (school reconstruction), health, and water sectors for priority reconstruction:
assistance. Pnomywxllbebasedon 1) conm‘buuontoresmnngthedchveryofbmc
services to the people of the region; 2) pace of implementation; 3) visibility, in terths of




both GoP response and USG contribution; and 4) fit with other USG Strategic Objectives
in Pakistan.

In implementing developmental assistance in KPk, it should be undetstoed that its
timeftame and ultimate success is contingent on a myriad of complex factors, The
challengesposedbyﬂmseﬁcmaremtmsumommble,bmmcmwnﬂmq\ma
flexible and innovative approach.

In the face of Pakistan’s already serious stability, the disastrous floods of July and August
2010, which affected as many as 20 mﬂhonpeoplc,havemtedtbeuownmkand
threaten to exacétbate the problems of stability. In particular, in the FATA, the
dislocation of communities and destruction of liveliboods creates an opportunity for
increased recruitment by violent militant groups. It furthermore complicates the GOP’s
cfforts to return IDPs from previous military operations to their communities, in areas
such as Bajaur and South Waziristan.

USAID’s activitics -are’ contemplated in the context of the U.S. Foreign Assistance
Framework (Framework). The activities described below are organized under the U.S.
Foreign Assistance Framework at the Program Area level.

The activities described in this-annex to be caried out through this Agreement continue
and compliment the projects that have be¢n implemented under the Strategic Objective
Grant Agreement for FATA Program Assistance Agreement (391-010); Project Support.
Agreement (391-011); and Cash Transfer Agreement (391-012). Under the identified
Program Areas, this Agreément will build on the efforts the Parties have carried out
through the Strategic Objective Grant Agreement, as well as contribute to restoring the
key elements of the country’s health system destroyed or disrupted by the disastrous
floods of 2010.

L.  Program Areas/Illustrative Expected Results
Increased Stability in Conflict and Post-Conflict Zones

The Pakistan/USAID partnership will suppon programs aimed at three key areas: 1)
Increased Opportunities for Involvement in Non-Militant Activities; 2) Inereased
Legitimacy and Public Support of Government; and 3) Social and Economic Impact of
Conflict Reduce. Note: These will be PMP Intermediate Results that the sector teams:
have agreed upon.

IV.  Ilustrative Activities
Rule of Law and Human Rights
o ROL, assessment including a survey of judicial training needs, court efficiency,

andpmvmcialspecnﬁcjudxcmlpmjectsw:ﬁlpuﬁoulucmphmsonm
impacted by conflict and/or with weak government presence.




Court administration improvements and the implementation of a case -
‘management tracking system to address the tremendous case backlogs that are:
ternrining confidence in the justi

USAID will support peer-to-peer exchanges between Pakistani and American,
judges, a US/Pakistan Judicial Exchange that sends Pakistani judges to the US for
prosecutor training and specialized training on case development and
police/prosecutor cooperation.

Under a targeted gender initiative, USAID will support Pakistani organizations to
receive grants for carrying out work related to promoting women’s rights; gender
-equity in the civil, political, economic and social realms; and ending gender-based
violence.

Good Governance

Improving Local Governance and Enhancing Government Capacity: Activities:
will be undertaken that suppoit community initiatives and link these to local
government. These activities will lay the groundwork for the development of
local governance institutions.

Assistance to “Single purpose” community groups, such as those organized
around school administration, water use, or communal land use.

Capacity building of local and national institutions will with increased focus on,
service delivery (health, education clean drinking water ctc.) and the development:
of institutional cultures that reduce patrondge, minimize corruption and maximize:
results.

Construction of integrated government complexes in previously under-served
areas of the Malakand division, with a pafticular focus on newly-created tehsil-
level administrative unis.

Civil Society

The USAID program will work closely with the Government of KPk to include:
the private sector and civil society organizations in service delivery. USAID will
support Pakistani civil society organizations (CSOs) to advocate for targeted
policy reforms and monitor public sector performance.

Support to strengthen CSOs’ menagement, planning and public sector
engagement capacitics and assistance will be provided to improve the
independence and professionalism of the media.

Civil Society and Rural Support Programs supporting the capacity of local
government officials and communities engagement with each other.




e Assistance to Pakistani CSOs to advocate targeted policy reforms, promote
religious freedom and societal acceptance of religious diversity, and menitor
public sector performance.

e Assistance to improve labor rights standards, eliminate the worst forms: of chxld
labor, address the persistent problem of bonded labor, and combat trafficking-in

persans.
Health

¢ USG assistance will improve the health service delivery in selected major towns
and cities of the KPk. TheGOPhopmtogeneratcavanetyofopportunmwfor
strengtherning the quality of health services for the regions’ population.

e Recovery, staffing and supplies for the GOP Departments of Health including, but
not limited to: recruitment and retention of skilled medical and health staff;
rehabilitation and renovation of damaged health facilities; provision of medical
equipment, supplies and medicines.

o Quick impact MCH and basic health initiatives focused on improving eommunity
health through the rebuilding of primary and secondary health care facilities, the
repair of community watér and sanitation facilities and improving the capacity of
health care delivery wotkers. '

» Water and Sanitation Activities including, but not limited to: reconstruction of
damaged water and sanitation systems, inclwding in schools and health facilities;
construction of water filtration plants; and provision of point-of-use drinking
water disinfectants to Internally Displaced Persons (IDP) populations as well as in

Education

o Reconstruction of damaged schools and education facilities and improving access to
education.

¢ Support to the Education Department to encourage teachers to teach in public
schools in the KPk by providing incentives, i.e. salary supplements and training
opportunities.
Economic Growth
Trade and Investment

e Support in establishing Market-Led Growth :and an enabling environment for
private sector investment in the KPk.




Support in establishing an appropriate legal and regulatory environment for
conunercial law and taxation, labor laws including assistance: to Réconstruction
Opportunity Zones (ROZs).

Promotion of small, medium, and micro-enterprisés in the KPk through workforce

development, enhancing market linkages, value chain development and
Cluster/Sector development initiatives.

Stone and Minerals development through technology upgtading to improve mining

Infrastructure

Assistance. in rebuilding and improving economic infrastructure in the KPk, i.e.
rehabilitation and construction of roads, power supply, water and irrigation systems.

Infrastructure to improve transport of goods and services in the KPk Provide
improved pawer service to the SWA Agency capital and provide water for power:
and irrigation to remote and arid areds

Agriculture

Improve on- farm practices and water management by supporting development of
high efficiency irrigation systems.

Bnhance agriculture productivity and profitability through better seed quality and
crop diversification.

Improve post harvest practices and development of better storage facilities.

Support development of agro-based industry: and agribusiness including dairy
industry, poultry, fruit processing etc. '

Agriculture and water policy, agribusiness development and public private
partnership frameéwork.

Support to rapid rehabilitation of productive assets, improved water managenient,
and employment and income generation through productivity and quality
enhancement and market access.

Provision of services, commoditics and technical assistance to KPk farmers and.
capacity building of GOP extension agents to improve service delivery.

Agriculture Technical Training,




¢ Quick impact eommunity-prioritized small-scale infrastructure tehabilitaﬁ_on and:
fllczuvle=1c)pxm;nt,PiKzt and medium-term initiatives to rehabilitate key agriculture
infrastructure damaged as.a result of armed conflict.
Priviste Sector Competitiveness

e Micro-enterprise development through micro credits and micro-gfants.and larger
community loans to promote entrépréneurship, employment and economic growth.

J Pubﬁcoutreachpmgmmstopmvideinformationtorgmmevmgges. Programs can
provide information about various topics, such as agriculture, livestock, health and
education, as well as important public information. .

Protection, Assistance and Solutions

o Cash assistance programs with the GOP to accelerate families' return home and
restoration of damaged homes,

e Re-establishment of health services to refurbish basic health units, replace
equipment, provide necded supplies, and provide incentives for health
professionals to serve in difficult areas.

« High impact and quick implemientation of rehabilitation projects to restore basic

economic and social infrastructure.
Migration Management
» Rehabilitation of small- scale infrastructure such as water supply and sanitation

schemes, rural roads/bridges, irrigation channels; and grants for revitalizing
agriculture and livestock, restoration/promotion of orcherds, ‘tourism, hotel

industries and mineral de; .
* Cash assistance program for families with fully or partially damaged homes.
Y. Indicators

Both parties agree that it is critical to establish measurable indicators which can be used
to gauge success in areas supported by activities under this Agreement. Targets, exact
definitions, data sources, and other details related to these and additiona] indicators will
be agreed upon and specified mare precisely by the: Parties. through Implementation
Letters. Key illustrative indicators in support of the proposed health program areas are:

¢ Incteased Opportunity for Involvement in Non-Militant Activities
o Improved Skills of Youth
o Increased Employment Opportunities
o Increased Connectivity within and outside of Pakistan




o ncreased Legitimacy and Public Support of the Government
o LocalGovemmentResponmtoCommumtyReqmstsImdmgto
Economi¢ Activity
o Improved Delivery of Essential Services in Targsted Areas
o Communities Engaged in Reconstruction Activities.

» Social and Economic Impact of Conflict Reduced
o IDP Retumn and Resettlement Facilitated
o Assistance Provided to IDPs and Other Victims of Conflict
o IDPs and Other Victims of Conflict Engaged in Recovery Efforts

VL.  Roles and Responsibilities of the Parties

Activitics undertaken in this Agreement will involve a number of partners and
itnplementing institutions, each of which has specific and complementary roles leading to.
the achievement of the Objective.

A. Grantee

The Grantee will use its best efforts to ensure that the Objective is achieved as
contemplated in this Agreement. Economic Affairs Division, Ministry of Economic
Affairs and Statistics representing the GOP, will serve as USAID’s primary counterpart:
for the Agreement, with the assistance and collaboration of USAID and various other:
private and public sector entities and nongovernmenital organizations. The Grantee’s role
in achieving planned results also will mcludehnlpmgtolevetagcresourees, coordinating
efforts among donor-stakeholder partnerships, assisting in information transfer so as to
reduce duplication of efforts, and encouraging a beneficial flow ‘and dissemination of
information in all areas related to achievement of the above activities.

For overall coordination on the implementation of the projects, the Grantee entity will

most likely delegate primary responsibility for purposes relating to the overall
coordination of projects supporting this Objective.

‘The Grantee’s role in achieving the results also will include helpirig leverage resources,
coordinating efforts among donor-stakehiolder partnerships, assisting in information
transfer 5o as to reduce duplication of efforts, and encouraging a beneficial flow and
dissemination of information in all areas related to achievement of the above acivities.

B. USAID

USAID will be responsible for program funding and for contracting, disbursing and
commnﬁngﬁmdsﬁ)rmemlmmagmmthatmubeinchﬂgeofexmnngﬁn

activities outlined above. USAID may change or contract with new project implementers;
at any time.




C.  Additional Planning and Implementation Mechanisms

1. Ewhmwwﬂlhmmnmwdandevaluuedmdmgtothespecxﬁcahmofmh
agreement. At minimum, these will include weekly updates, quarterly and annuaj
reporting, and mid-term and final evaluations.

2. Direct USAID Project Interveniions: Further exparding opportunities within
USAH)semshngpord‘ohomﬂpemutaqmckrupbmebmnmlneedsandmll
support all program arcas. Ongoing USAID activities in agriculture that are national in
scope will be expanded and amended as appropriate through the modification of existing
contracts, cooperative agreements, and/or grants with additional resources.

3. Grantee Implementation: To the extent practicable, the Parties will endeavor to have
projects implemented directly by Grantee upon terms and conditions agreed. to between
USAID and the Grantee.

VII. Monitoring and Evaluation

Monitoring and evaluating activities to ensure that strategic and operational objectives
are being met will be an important pert of the program. Baseline data will be collected on.
important social and economic indicators in program areas and change measured ovef
time. Similarly, bageline data on community perceptions of government, media, and
improvement in quality of life will also be measured and change measured over time.

Required data, the formats and frequency of acquisition, and storage will be agreed upori
by USAID and the project implémenters. For practical purpeses, sampling metheds
along with case studies may: be followed for performance monitoring and assessment. In-
depth exteinal evaluations and audits of particular activitics may alse be administered as
nceded to asscss performance and make necessary adjustments. Funds under thig
Agreement may be used to finance such evaluations and andits. Momtormgand
evaluation will be doné jointly by the Grantee and USAID, with the objective of giving

the Government of Pakistan increasing responsibility for this clement as their capacity
is built over time,

In addition to the District Strategic Plans mentioned in Section VI, USAID will conduct
regular monitcring and evaluation throughout the life of the program.

Both parties agree to the importance of sound monitoring and oversight systems. When
necessary, USAID will provide for a monitoring contract wiil provide menitoring and
oversight assistance. In each province, the monitoring will include observing activities
and training sessions, verifying people trained and clinics rehabilitated, performing data
quality spot checks, and other means of verification that programs are performing as
planned and réported.

VIIL. Funding

The illustrative financial plan for this annex is set forth in the attached Table 1-B. The!
Grant also includes funding for program - -administration and oversight expenses incurred:



directly by USAID. Changesmaybemadetotheﬁmnmdplmbytepre&nhhmoftﬁe
Parties without formal amendment to' the Agreement, fmhchmgesdonotcaim
(1) USAID’s contribution to exceed the amount specified in Section 3.1 of the
Agreement, or (2) the Grantee’s ‘contribution to be less than the amount specified in
Section 3.2 of the Agreement. In addition, after such financial plans have been approved
by the Partiés as past of this Agreement, changes, in line items of such approved financisl
plansmaybemadebyUSAIDwuhomPnowonsulmlonthhthe Grantee, provided that
such changes do not, in the aggregate, affect more than fifteen percent (15%) of the
anloumofUSAH)sconmbutmntmderthuAgreement,asspmﬁedeecuonSIofthe



U.S Partnership with Pakistan
200102014

2011 2012 Total

er Supply and
itation - - - - - -
- - - - 28,000,000 |
- - - - 13,400,000
rengthen \
icroenteyprise
Productivity 1,600,000 - = - - 4,600,000
Agricultur
Agricultural Sector
Capacity 8,457,156 - - - - | #AS2156
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STANDARD PROVISIONS - ANNEX 2 !
Article A: Definitions and Program Implementation Lefters.

Section A.1, Definitions. As. used in this Annex, the “Agreement™ refers to the Pakistan
Enhanced Partnérship Agreement to which this Annex is attached and of which this Annex fot
a part. Terms used in this Anpex have the same meaning or referénce as in the Agreement. mj

Section A.2. Program Implementation Letfters. To assist the Grantee in the mplementnuoq
of the Agreement, USAID, from time to time, will issue implementation letters (“Programi
Implementation Letters™) that will fumish additional information about matters stated in this
Agreement. The Parties may also issue jointly agreed-upon Program Implementation Lettess to!
confirm and record their mutual understanding on aspects of the implementation of thlsi
Agreement. Prograni Implementation Letters can also be issued to record revisions or exceptions!
which are permitted by the Agrecment. ‘

Article B: General Covenunts. I

Section B.I. Consultation. The Parties will cooperate to assure that the Objective of this!
Agreement will be accomplished. To this end, the Parties, at the request of either, will exchange;
views on progress toward the Objective, the performance of obligations under this Agreement,'
the performance of any consultants, contractors, or suppliers engaged under the Agreement,and
other matters relating to the Agreement.

Section B2. Execution of Agreement. The Grantee will: ’

(@  Camry out the Agreement and the activitics required to be undertaken directly (or caused!
to be undertaken) by the Grantee, or cause the Agreemeiit énd such activities to be carried outi
with due diligence and efficiency, in conformity with sound technical, financial, and!
managerment practices, and in conformity with those documents, plans, specifications, contragts,
schedules, or other arrangements, and with any medifications: therein, approved by USAID!
pursuant to this Agreement; and '

(b) Provide qualified and experienced management for, and train such staff as may be
appopdnmfmﬁcmdmmcmdopetaﬁmofacﬁviﬁesﬁmdmdertheAmemmw,
as applicable for continying activities, cause these activities to be operated and maintained in
such matmer as to assure the continuinig and successfil achievement of the Objective of the
Section B.3, Utilization of Geods and Services.

Any gmdsmds«vicesﬁnmcedmderthiaAgxwmanunl@sothuwi.sc?Miﬂ
writing by USAID, will be devoted to the Agreement until the completion or termination of the
, and thereafier (as well as during any peried of suspension of the Agreement) will be
used to further the Objective of the Agreement or as USAID may ditect in Program
Implementation Letters.




Section B.4. Taxation.
(8)  General Exemption. The Agreement and the assistance hereunder are free from any taxe '
imposed under laws in effect in the tetritory of the Grantee.

(®  Except as provided otherwise in this provision, the General Exemption in subsection (),
applies to, but is not limited to (1) any activity, contract, gient or other implementing agreerent;
financed by USAID under this Agreement; (2) any transaction or supplies, equipment, materials,)
property or ather goods (hereinafier collectively “goods™) under (1) ‘gbove; (3) any contractor, ]
granteg, or othier organization carrying out activities financed by USAID under. this Agreermient;:
(4) any-employee of such arganizations; and (5) any individual contractor or grantee carrying out:

activitics financed by USAID under this Agreement.

(c)  Except ag provided otherwise in this provision, the General Exemption in subsectiori (a):
applies to,.but is not limifed to, the following taxes:

(1) Exemption 1. Customs duties, tariffs, import taxes, or other levies on the importation,
use and re-exportation of goods or ‘the personal belongings and effects (including personally-
owned automobiles) for the personal use of non-national individuals or their family members.
Exemption 1 includes, but is not limited to, all charges based on the value of such impotted
goods, but does not include setvice charges directly related to services performed to transfer
goods or cargo.

(2) Bxemption 2. Taxes on the income, profits or property of ‘all (i) non-national
organizations of any type, (ii) non-pational employees of national and nen-national
organizations, or (iii) non-nationial individual contractors and grantees. Exemption 2 includes
income and social security taxes of all types and all taxes on the property, personal or real,
owned by such rnon-national organizations or persons. The term ‘“national” refers to
arganizations established under the laws of the Grantee and citizens of the Grantee, other than
permanent resident aliens in the United States.

(3) Exemption 3. Taxes levied on the last transaction for the purchase of goods or
sérvices financed by USAID under this Agreement, including sales taxes, value-added taxes
(VAT), of taxes on purchases or rentals of real or personal property. The term “last transaction™
referg to the last transaction by which the goods or services were purchased for use in ‘the
activities financed by IUSAID under this Agreeinent.

(d)  Ifatax has been levied and paid contrary to the provisions of an exemption, USAID-xp_ay,
in its discretion, (1) require the Grantee to refund to USAID of to others as USAID may direct
the amount of such tax with funds other than those provided under the Agreement, or (2) offset
the amount of such tax from amounts to be disbursed under this or any other agréement between
the Parties.

() Intheevetnofadisamentéboutﬁmnppﬁcaﬁoqumexempﬁoq,’thbParﬁes:agteeto
pmpﬁymm,andrmlwswhmmgg;ﬁdedbymemmnpleﬂmmpwmh«u{y
USAID is free from direct taxation, so that all of the assistance furnished by USAID will
contribute directly to the economic development of the country of the Grantee..
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Scction B.S. Reports and Information, Agreement Books and Records, Audits, and’
Inspections.

(8  Reports and Information. The Grantee shall furnish USAID accounting records and such
other information and reports relating to the Agreement as USAID may reasonably request.

® G Récords. The Grairtee shall miaintain accounting books,
records, docmncnmmdotherev:dmcsrelahngtotheAgrecmem adequate to show, without
limitation, all costs incurred diréctly by the Grantee under the Agreement, the receipt and usé-of”
goods and services acquired by the Grantee under the Agreement, agreed-upon cost shming

, the nature and extent of solicitations of prospective suppliers of goods and services
acquired by the Grantee, the basis of award of contracts and orders made directly by the Graritee,
and the overall progress of the Agreement toward completion (“Agreemient books and records™).
The Grantee shall maintain Agreement books and records in accordance with generally accepted
accounting principles prevailing in the United States, or at the Grantee’s option, with approval by
USAID, other accounting principles, such as those (1) prescribed by the International
Accouniting Standards Comimittee (an affiliate of the International Federation of Accountasits) or
(2) prevailing in the country of the Grantee. Agreement books and records shall be maintained
for at least three years after the date of last disbursement by USAID or for such longer period, if
any, required to resolve any litigation, elaims or audit findings. For the avoidance of doubt, this
Section B.5(b) applies solely to Grant finds expended directly by the Grantee.

(¢  Grantee Audit. If $300,000 or more of USAID funds are expended directly by the
Grantee in its fiscal year under the Agreement, the Grantee shall bave financial audits made of
the expenditures in accordance with the following terms, except as the Parties may otherwise
agree in writing:

(1)  With USAID approval, the Grantee shall use its Supreme Audit Institutioft or
select an independent auditor in accordance with the “Guidelines for Finaneial Audits Contragted
by Foreign Recipients” issued by the USAID Inspector General (“Guidelines”), and the audits
shall be performed in accordance with the “Guidelines”; and

(2) The audit shall determine whether the receipt and expenditure of the funds
provided under the Agreement are presented in accordance with generally accepted accounting
principles agreed to in subsection (b) above and whether the Grantes has complied with the
terms of the Agreement. Each audit shall be completed no later than nine months after the close
of the Grantee’s year under audit.

(@  Sob-recipiefit Aydits. The Grantes, except as the Parties may otherwise agree in writing,
shall submit to USAID, in fortn and substance satisfactory to USAID, a plan for the audit ofthe
expenditures of “covered” sub-recipients, as defined below, that reccive funds in connection with
a direct contract or agreement eitered into ditectly with the Grantee pursuant to the activities

contemplated by this Agreement.



(1) A*“covered” sub-recipient is one who cxpends $300,000 or more in its fiscal year
in “USAID awards” (i.c., as sub-recipients under USAID bilateral grant agreements and other
grant agreements with foreign governments).

(2}  The plan shall describe the methodology to be used by the Grantee to satisfy its
audit responsibilities for covered sub-recipients. The Grantee may satisfy such audit
responsibilities by relying on independent audits of the sub-recipients; expanding the scope of
the independent financial andit of the Grantee to encompass testing of sub-recipients’ accounts;
or a combination of thes¢ procedutes.

(3)  The plan shall identify the funds made available to covered sub-recipients that
will be covered by audits eonducted in accordance with other andit provisions that would safisfy:
the Grantee’s audit responsibilities. (A nonprofit organization erganized in the United States is:
required to arrange for its own audits, A for-profit contractor organized in the United States that.
has a direct contract with USAID is audited by the cognizant U.S. Government Agency. A
private voluntary organization organized outside the United States with a direct grant from
USAID is required to arrange for its own audits.-A host-country contractor shiould be audited by
the Grantee’s guditing agency.)

(4)  The Grantee shall ensure that covered sub-recipients undér direct contracty or
agreements with the Grantée take appropriate and timely corrective actions; consider whether
sub-recipients’ ‘audits necessitate adjustment of its own records; and require each such sub-
recipient to permit independent auditors to have access to records and financial statements as
necessary.

(&)  Audit Reports. The Grantee shall furnish or cause to be furnished to USAID an apdit
report for each audit arranged for by the Grantee in accordance with this Section within 30 days
after completion of the audit and no later than nine months after the end of the period urider
audit.

M ir Covered Sub-recipi For “covered” sub-recipients wheo receive funds under the
Agreement pursuant to direct contracts or agreements with USAID, USAID will inclade
appropriate audit requirements in such contracts or agreements and will, on behalf of the
Gtantee, conduct the follow-up activities with regard to the audit reports furnished pursuant to
such requirements.

(2) Cost of Audits. Subject to USAID approval in writing, costs of awdits performed in
accordance with the terms of this Section may be charged to the Agreement.

(h)  Audit by USAID. USAID retains the right to perform the audits required under this
Agreement on behalf of the Grantee byuﬁlizin_gﬁmdsundcr'thcAgmt;ment_orotbe{twm
available to USAID for this purpose, conduct a financial review, or otherwise cnsure
accountahility of organizations expending USAID funds regardless of the audit requirement.

@)  Opportumity fo Audit or Inspect. The Grantee shall afford authorized representatives of
USAID the opportunity at all reas able times to audit or inspect activities financed under-the



Agreement, the utilization of goods and services financed by USAID, and books, records and
other documents relating to the Agreement. '

()  Sub-recipient Books and Records. The Grantee will incarparate paragraphs (a), (b), (@),

(), (8), (h) and (i) of this provision into all sub-agreements with non-U.S. organizafions which

meet the $300,000 threshold of paragtaph (c) of this provision. Sub-agreements with non-U.S.

organizations, which do not meet the $300,000 threshold, shall, at a minimum, incorparate;

paragraphs (h) and (i} of this provision. Sub-agreements with U.S, oirganizations shall state ‘that
- the U.S. organization is subjéct to the audit requirements contained in OMB Cireular A-133.

Section B.6. Completeness of Information. The Grantee confirms;

(@)  that the facts and circumstances of which it has informed USAID, or caused USAID tp be:
informed, in the course of reaching agréement with USAID on the Agreement, are accurate-and.
complete, and include all facts and circumstances that might materially affect the Agteement:and.
the discharge of responsibilities under this Agreement; and '

(b)  that it will inform USAID in timely fashion of any subsequent facts and circumstances.
that might materially affect, or that it is. reasonable to believe might so affect, the Agteemenit or’
the discharge of responsibilities under this Agreement

Section B.7. Other Payments. Grantee affirms that o payments have been or will be received
by any official of the Grante in connection with the procurement of goods. or services financed
under the Agreement, except fees, taxes, or similar payments legally established in the country of"
the Granteg,

Section B8. Information and Marking. The Grantee will give appropriate publicity to the
Agreement as a program to which the United States has contributed, identify Agreement actiyity
sites, and mark goods financed by USAID, as described in Program Implementation Létters.

Article C: Procurement Provisiens.
Section C.1. Source and Origin.

(a)  Exocept as noted herein, or in a sub-agreement issued by USAID, Grant funds will be used
to finance the cost of goods and services having their source and origin, and with respect to
suppliers of goods and services, their nationality; in the United States. Exceptions to this'
requirement include local procurement transactions in accordance w1th USAID policy or|
procurcments made after obtaining source, origin, and nationality waivers fom USAID ‘in,
writing. In contemplation of hast country costracting, USAID will provide the details of__ its,
source, origin and hationality rules, including its local procurement policy, in a Program
Implementation Letter.

()  Local Currency Costs. Disbmsemen!sforLocalCurrencyCestswillbeuo;deXclusively
mﬁmmcmemwgpodsmdwvicesmquhcdfo;ﬂxeAgremr}twl{mhmqq;m|
requirements- of USAID’s local procurement policy which will be provided in a Progfam



(c)  The source and origin of ocean and air shipping will be deemed to be the ocean vessel’s.
or aircraft’s country of registry at the time of shipment.

(d) Provisions concerning restricted and ineligible goods and services may be provided in a.
Program Implementation Letter.

(e)  Transportation by air of property or persons financed under this Agreement will bé on
carriers holding United. States. certification; to the extent service by such carriers is available:
under the Fly America Act. This requirement may be further described by USAID in Program
Implementation Lettezs.

Section C2. Eligibility Date. No goods or services may be financed under the Agreement
which are procured pursuant to orders or contracts firmly placed or entered into prior to the date
of this Agreement, except as the Parties may otherwise agree in writing.

Section C.3. Plans, Specifications and Contracts. In order for there to be mutual agreement
on the following matters, and except as the Patties may otherwise agree in writing:

(@) The Grantee will furnish to USAID upon preparation:

(1)  any plans, specifications, procurement or construction schedules, contracts; or
othér documentation between the Grantee arx third parties, relating to goods or serviees to be
financed under the Agreement, including documentation relating to the prequalification and
selection of cortractors and to the solicitation of bids and proposals. Material modifications in
such documentation will likewise be furnished USAID on preparstion; and

(2)  suck documentation will also be furnished to USAID, upon preparation, relafing
to any goods or services, which, though not financed under the Agreement, .are. deemed by
USAID to be of major importance to the Agreement. Aspects of the Agreement involving
matters under this subsection (a)(2) will be identified in Pregram Implementation Letters.
(t)  Documents related to the prequalification of contractors, and to the solicitation of bids or
proposals for goods and services financed under the Agreement will be approved by USAID in

writing prior to their issuance, and their terms will include United States standards and
measurements;

() Contracts and contractors financed under the Agreement for engineering and other
professional services, for construction services, and for such other services, equipment, or
haterials as may be specified in Program Implementation Letters, will be. approved byUSAID in
writing prior te execution of the contract. Material modifications in such contracts will also be
approved in writing by USAID prior to execution; and

(d)  Consulting firms used by the Grantee for the Agreement but not financed under the
Agreentent, the scope of their services and such of their personncl assigned to activities financed



under the Agreement as USAID may specify, and construetion contractors used by the Grantee:
for the Agreement but not financed under the Agreement, shall be acceptable to USAID.

Section C.4. Reasonable Price. No more than reasonable prices will be paid for any goods or'
services financed, in whole or in part, under the Agreement. Such items will be procured ¢n a.
fair and, to the maximum extent practicable, competitive basis.

Section C.5. Notification to Potential Suppliers. To permit all United States firms to have the.
opportunity to. participate in furnishing goods and services to be financed under the Agrecmient,
the Grantee will furnish USAID such information with regard thereto, and at such times, as
USAID may request in Program Implementation Letters.

Section C.6. Transportation.

(@  Inaddition to the requirements in Section C.1(a), costs of ocean or air transportation and
related dolivery services may not be finariced under the Agreement, if the costs are for
transportation ynder an ocean vessel or air charter which has not received prior USAID approval.

(b)  Unless USAID determines that privately owned United States-flag commercial ocean
vessels are not available at fajir and reasonable rates for such vessels, or otherwise agrees in
writing:

| (1)  atleast fifty percent (50%) of the gross tonnage.of dll goods (computed separately
for dry bulk carriers, dry cargo liners and tankers) financed by USAID which may be transpoited

on ocean vessels will be transported on privately owned United States-flag commercial vessels;
and

(2)  atleast fifty percent (50%) of the grass freight revenue generated by all shipments
financed by USAID and transporied to the territory of the Grantee on dry cargo liners shall be
paid to or for the benefit of privately owned United States-flag commercial vessels. Compliance
with the requirements of (1) and (2) of this subsection must be achieved with respect to both any
cargo transported from U.S. ports and any cargo transporied from non-U.S. ports, compuited
separately.

Section C.7. Insurance.

(@ Marine insurance on goods financed by USAID which are to be trinsported to ithe
territory of the Grantee may be financed as a foreign exchange cost under this Agreement
provided:

(1)  such insurance is placed at the most advantageous competitive rate;

(2)  such insurance is placed in & country which is authorized under Section C.1{a);
and

(3)  claims thereunder are payable in U.S. dollars or any freely convertible cutreiicy
unless USAID agrees otherwise in writing.



If the Grantee (or government of the Grantee), by statute, decteé, rule, regulation, or practice
discriminates with respect to USAID-financed procurement against any marine imsurence
company authorized to do business in any State of the United States, tlicn all goods shxppea to
thcterritoryoftheGranteeﬁnaneedbyUSAﬂJhcremdershallbeinsmedagainstmarmzr;sks
and such irisurarce shall be placed in the United States with a company or companies authotized
to do marine insurance business in the United States.

(b)  Except as USAID may otherwise agrec in writing, the Grantée will inisure, or cause 10 be
insured, goods financed under the Agreement imported for the Agreement against risks incident
to ‘their transit to the point of their use under the Agreement; such insurance. will be issued on
terms and conditions consistent with sound commercial practice and will insure the full value of
the goods. Any indemnification received by the Grantee under such insuranee will be used to
replace or repair any material damage or any loss of the goods insured or will be used to
reimburse the Grantee for the replacement or repair of such goods. Any such replacement will be
of source and origin of countries listed in USAID Geographic Code 935 as in effect at the time of
replacement and, except as the Parties may agree in writing, will be otherwise. subject to the
provisions of the Agrecment.

Section C.8. U.S. Government-Owned Excess Property. The Grantee agrees that wherever
practicable United States Government-owned excess personal property, in lieu. of new items
financed under the Agreement, should be utilized. Funds under the Agreement may be used to
finance the costs of obtaining such property.

Section C.9. Host Country Contracting. Any procurcnrent by the Grantee financed by Gfant
funds shall be subject to the procedural requirements established by USAID’s pelicies on host
country contracting. In particular, such procurements shall be subject to the following
requlremet;ts, in addition to those set forth in other sections of Atticle C (Procurertient
Provisions):

(8) USAID must certify the Grantee’s procurement system based on an assessment in
accordance with USAID policies before consideration of any contract anticipated to exceed ‘the
equivalent of $250,000.

(b) USAID approval of contracting steps is required for certain types of contracts.

(c) USAID may require its approval of contracts not funded by USAID but having a
substatitial impact on activities funded by the Grant.

(d) Contracts and substantive amendments must be awarded on the basis of competitive
procedures, including advertising, which vary according to USAID policy by the type and
amount of the contract and the goads or sérvices being procured.

(e) Grant funds may not be used to finance a contract in which the fee or profit incredses
without limitation as the cost of the contract increases, and may not be used to finance
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engineering services contracts in which the price is set as a percentage of the actual construction;
cost.

(f) Contracts shall include the mandatory requirements ard clanses required by USAID
policy. In patticular cases, USAID may require inclusion of additional clauses consistent with
USAID policy.

(g) The reqmrements of Section B.5 shall apply to contracts. In addmon, there shall be
an audit when there is a basis for questioning contract representations in ‘connection with. (1)
cost-reimbursable items in contracts that do not exceed '$300,000, and (2) contract requirements
such as source and origin of goods and use of U_S.-flag carriers.

Details regarding these réquirements may be desctibed in Program Implementation Letters.
Article D: Disbursements.
Section D.1. Disbursement for Foreign Exchange Costs.

(a)  After satisfaction of conditions precedent, if any, the Grantee may obtain disburéements
of funds under the Agreement for the foreign exchange costs of goods or services required for
the Agreement in accordance with its terms, by such of the followiig methods as may be
mutually agreed upon:

(1) by submitting to USAID, with necessary supporting documentation as prescribed in
Program Implementation Letters, (A) requests for reimbursement for such goods or services, or,
(B) roquests for USAID to procure commodities or services oh Grantee’s behalf for ‘the
Agreement; or,

(2) by requesting USAID to issuc letters of commitment for specified amounts directly to
one or more contractors or suppliers, committing USAID to pay such contractors or suppliers for
such goods or services.

(b)  Banking charges incurred by the Grantec in connection with letters of commitment will
be financed under the Agreement unless the Grantee instructs USAID to the contrary. Such other
charges as the Partics may agree to may also be financed under the Agreement.

Section D.2. Disbursement for Local Currency Costs.

(@)  After satisfaction of conditions precedent, if any, the Grantee may obtain disbursements
of funds under the Agreement for local currency- costs required for the Agreement in accordaice
with terms of this Agreement, by submitting to USAID, with necessary supporting
documentation as prescribed in Program Implementation Letters, réquests to finance such costs.

(b) The local currency needed for such disbursements may be purchased by USAID with

U.S. Dollars. The U.S. Dollar equivalent of the local currency made available hereunder will be
the amount of U.S. Dollars required by USAID to obtain the local currency.

11




Section D.3. Other Forms of Disbursement, Disbursements may also be made through such
other means as the Parties may agree to in writing.

Section D4. Rate of Exchange, If funds provided under the Agreement are introduced into the
Cooperating Country by USAID or any public or private agency for puiposes of carrymg out
obligations of USAID hereunder, the Grantee will make such atrangements as may be
sofhatsuchfundsmaybeeonveﬂedmmloca[ cutrency at the highest rate.of exchange whxch,at
the time the conversion is made, is not unlawful in the country of the Grantee to any persoi for
any purpose.

Article E: Termination; Remedies.
Section E.1. Suspension and Termination.

(8)  Either Party may terminate this Agreemént in its entirety by giving the other Party thirty:
(30) days written netice. USAID also may terminate this Agreement in part by giving the
Gmnmethuty(BO) days written notice, and suspend this Agreement in whole o:rmpartupon
giving the Grantee written notice. In addition, USAID may terminate this Agreement in whole or
in part, upon giving the Grantee written notice, if (i) the Grantee fails to comply with any-
provision of this Agreement, (ii) an event occurs that USAID deterriines makes it improbable.
that the Objective of the Agreement or the assistance program will be attained or that the Graitee
will be able to perform its obligations unde this Agreemerit, or (iif) any disbursement or use of
funds in the manner herein contemplated would be in violation of the legislation goveriing
USAID, whether now or hereafter in effect.

(b)  Except for payment which the Parties are commitfed to make pursuant to nen-cancellable:
commitments enteréd into with third parties prior to such suspension or. termination, suspengion
or termination of this entire Agreement or part thereof will suspend (for the petiod of the
suspension)) or terminate, as applicable, any obligation of the Parties to provide financial or other:
msomemtoﬂxeAgreemmt,ortothempended or terminated portion of the Agreement, as:
applicable. Any portion of this Agreement which is not suspended or terminated shall remain in-
full force and effect.

(¢©) Inaddition, upon such full or paitial suspension or termipation, USAID may, at USAID’s
expense, direct that title to goods financed under the Agreement, or under the spplicable portion
of the Agreement, be transferred to USAID if the goods are in a deliverable state.

Section E.2. Refunds.

(@ In the case of any disbursement which is not supported by valid documentation in
acoordancemthﬂmAgteement,orwhmhmnotmadeorusedmacoordanee with this
Agreemam,orwhmhwasforgoodsormoesnotusedmmordmcew:thﬂmAgmemnt
USAID, notwithstinding the availability or exercise of any other remedies under this Agreemerit,
may require the Grantee to refund the amount of such disbursement in U.S. Dollars to USAID
within sixty (60) days after receipt of a request therefore.
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(b)  If the failure of Grantee to comply with any of its obligations under this Agreement has
the result that goods er services financed or supported under the Agreement are not nsed
effectively in accordance with this Agreement, USAID may require the Grantee to refund dll or
any patt of the amount of the disbursements undeér this Agreement for or in connection with such
goods or services in U.S. Dollars to USAID within sixty (60) days after receipt of a request
therefore. ‘

(c)  Theright under subsections (a) or (b} to require a refund of a disbursement will continue,
notwithstanding any other provision of this Agreement, for three years from the date of the; last
disbursement under this Agreement.

(d) (1) Any refunds under subsections (a) or (b), or (2) any refund to USAID from &
contractor, supplier, bank or other third party with respect to goods or services financed under
the Agreement, which refund relatés to an unreasonable price for or erroneous invoicing of
goads or services, or to gaods that did not confarm to specifications, or to services that were.
inadequate, will (A) be made available first for the Agreement, to the extent justified, and (B the:
remainder, if any, will be applied to reduce thie amouat of the Grant. '

(6)  Any interest or other earnings on funds disbursed by USAID to the Grantee under this
Agteement prior to the: authorized use of such funds for the Agreetment will be retuined to
USAID in U.S. Dollars by the Grantee, unless USAID otherwise agrees in writing,

Section E.3. Non-waiver of Remedies. No delay in exercising any right or rémiedy accruinyg to-
a Party in connection with its financing under this Agreement will be construed as a waiver of
such right or remedy.

Seéction E4. Assignment. The Grantee agrees, upon request, to execute an assighment to:
USAID of any cause of action which may accrue to the Grantee in connection with or arising out:
of the contractual performance or breach of performsnce by a Party to a direct U.S. Dllar
contract which USAID financed in whole or in part out of funds granted by USAID under this

Article F: Miscellaneous.
Section F.1. Investment Promotion.

(a)  Except as specifically set forth in the Agreement ar otherwise authorized by USAID in
writing, no funds or other support provided hereunder may be used for any activity that involves
investment promotion in a foreign country.

(b) InﬂieeVenttheGramJe‘eisreqnestedewishestopmvideassistanceintlmabovegre@m
requires clarification from USAID as to whether the activity would be consistent thhthe
limitation set forth above, the Grantee must notify USAID and provide a detailed description of
the proposed activity. The Grantee must not proceed with the activity until advised by USAID
that it may do so.
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() The Grantee must ensure that its employees and Mmmn and sub-reelplents
providing investment promotion services hereunder are made aware of the restrictions sct forth
in this clause and myst include this clause in all subcontracts and other sub-agreements entered
into hereundet.

Section F.2. Voluntary Family Planning.

The Parties agree that all USAID funds provided under this Agreement shall be usell in
accordance with applicable United States policy and statutory requirements relating to voluntary;
family planning projects, and that none of the USAID funds provided under this Agreemerit, or
goods or services financed by such funds, may be used for:

(@  the performance of abortion as a method of family planning or to motivate ot coerce any:
persen to practice abortiotis;

(b)  the performance of involusitary sterilizations as a method of family planning or to cotree:
or provide any financial incentive to any person to undergo sterilizations; or

(c)  any biomedical research which relates, in whole or in part, to methods of, or the:
performance of, abortions or involuntary sterilizations as a method family planning,

(d)  The requirements of this Section are fully described below.
(1) Yoluntary F

(A) The Grentee shall take any steps necessary to ensure that USAID funds made
available under this Agrecment will not be used to coerce any individual to practice methods of
family planning inconsistent with such individual’s moral, philosophical, or religious beliefs.
Further, the Grantee shall conduct its activities in a manner which safeguands the rights, health
and welfare of all individuals who take part in the program,

(B)  Activities which provide family planning services or information to individuals,
ﬁnmedmwholeormpartunderthstgmement shallprovzdeabroadrangeoffaxmly
planning methods and services available in the country in which the activity is conducted or shall

provide information to such individuals regarding where such methods and services may be
biained

(A) A family planning “project” must comply with the requirements of this paragraph.

(B) A “project” is a discrete activity- through which a govemmental or’
nongovemmenml organization or public intemnational organization provides fannly planning
services to people and for which funds obligated under this award, or goods or services finaniced
with such funds, are provided under this Agreement, except funds solely for the participation of
personne] in short-térm, widely attended training conferences or programs.
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{C) Service providers and refetral agents in the project shall not implement or be
subject to quotas or othér numerical targets of total number of births, number of family plansing
acceptors, or acceptors of a perticular method of family planning. Quantitative estimates or-
indicators of the number of births, acceptors, and acceptors of a particulai method that aré sed
for the purpose of budgeting, planning, or reporting with respect to the project are not quotas or
targets under this paragraph, unless service providers or referral agents in the project are required
to achieve the estimates or indicators.

(D) The projest shall not include the payment of incentives, biibes, gratiities or
financial rewards to (i) any individual in exchange for becoming a family planning acceptor or
(i) any personnel performing functions under the project for achieving a numerical quots or
target of tatal number of births, number.of family platning seceptors, or acceptors of a particalar
method of contraception. This restriction applies to salaries or payments paid or made to
personsel petforming functions under the project if the amount of the salary or paynient
increases or decreases based on a predetermined number of births, number of family planting
acceptors, or number of acceptors of a particular method of contraception that the personnel
affect or achieve.

(E) No person shall be denied any right or benefit, including the right of access to
participate in any program of general welfare or health care, based on the person’s decision not
to accept family planning services offered by the project.

(F)  The project shall provide family planning acceptors comprehensible information
about the health benefits and risks of the method chosen, including those conditions that might
render the use of the method inadvisable and those adverse side effects known to be consequent
to the use of the method. This requirement may be satisfied by providing information in
accordance with. the medical ‘practices and standards and health conditions in the country where
the project is condncted through counseling, brochures, posters, or package inserts.

(G) The project shall ensure that experimental contraceptive drugs and devices and
medical procedures dre provided only in the context of a scientific study in which participants
are advised of potential risks and benefits.

(H)  With respect to projects for which USAID provides, or finances the contribution
of, contraceptive commodities or technical sewleesandforwhtchihcrelsnosnb-agreemnt'
under paragraph (5), the organization imiplementing a project for which such assistancg is
provided shall agreethatthepmectwﬂlcomply with the requirements of this. patagraph while
using such commodities or receiving such services.

(D () The Grantee shall notify USAID when it learns about an alleged violation in a
project of the requirements of subparagraphs (C), (D), | )or(F)ofthlspamgmph,(il)’the
Grantee shall investigate and take appropriate corrective action, if necessary, when it leams
about an illeged violation in & project of subparagraph (F) of this paragraph and shall nofify
USAID about violations in a project affecting a number of people over a period of time that
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indicate there is a systemi¢ problem in the project; and (jii) the Grantee shall provide USAID
such additipnal information about violations as USAID may request.

(A) None of the funds provided under this Agreement shall be used to pay for the:
performance of involuntary sterilization as a methiod of family planning or to coerce or provide:
any finaricial incentive to any individual to practice sterilization.

(B) The Grantee shall ensure that any surgical sterilization procedures supported in
whole or in part by this Agreement are petformed only after the individual has voluntarily-
appeared at the treatment facility and has given informed consent to the sterilization procedure.
Infoirhed consent means the voluntary, knowing agsent from the individual after being advised of
the surgical procedures to be followed; the attendant discomforts and fisks; the benefits t be:
expected; the availability of alternative methods of family planning; the purpose of the operation
and its irreversibility; and the option to withdraw consent anytime prior to the operation. An
individual’s consent is considered voluntary if it is based upon the exercise of free choice and is'
not obtained by any special inducement or any element of force, fraud, deceit, duress, or other
forms of coercion or misrepresentation.

(C)  Further, the Grantee shall document the patiént’s informed consent by: (i)a
written consent document in a language the patienit understands and speaks, which explains the
basic elements of informed consent, as set out above, and which is signed by the individualand
by the attending physician or by the authorized assistant of the attending physician; or (i) whén a
patient is unable to read adequately, a written certification by the attending physician or by the
authorized assistant of the attending physician that the basic elements of informed consent abiove
were orally presented to the patient and that the patient thereafter consented to the peiformance
of the operation. The receipt of this oral explanation shall be acknowledged by the patient’s mark
on the certification and by the signature or mark of a witness who shall speak the same language
as the patient.

(D) The Grantee must retain copies of informed consent forms and certification
documents for each voluntary sterilization procedure for a period of three years after
performance of the sterilization procedure.

(4) Abertion restrictions

(A) None of the USAID fiinds provided under this Agreement shall be used to
finance, support, ar be attributed to the following activities: (i) procurement or distribution of’
equipment intended to be used for the purpose of inducing abortions as a method of family
planning; (ii) special fees or incentives to any person to coerce or motivate themt to have
abortions; (iii) payments to persons to perform abortions or to solicit women to undergo
abortions; (iv) information, education, training, or communication programs that seek to promote
abortion a3 a methed of family planning; and (v) lobbying for or against abortion, The term
“motivate,” as it relates to family planning assistance, shall not be construed to prohibit the
provision, consistent with local law, of information or connseling about all preghaney options:
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(B)  None of thie USAID fimds provided under this Agreement shall be used to pay for
anry biomedical research, which relates, in whole or in part, to methods of, ortheperformanceof
abortions or involuntary sterilizations as a means of family planning. prdenuologu; or.
descriptive research to assess the incidence, extent or consequences of abortions is not précluded..

(5) Requitement for Sub-agteements

The Grantee shall insert these requirements in all sub-agreements. involving fadnily:
planning or population activities which will be supported in whole or in part with USAID fiinds:
under the Agreement.

Section F.3. Prohibition on Assistance to Drug Traffickers.

(@)  USAID reserves the right to termingte this Agreement or take other approptiate mcasires:
if the Grantee or a key individual of the Grantee is found to have been convicted of a narcotics:
offense or to have been engaged in drug trafficking as defined in 22 CFR Part 140.

()  USAID reserves the right to terminate assistance to, or take other appropriate measiires:
with respect to, any participant approved by USAID who is found to have been convicted of a.
narcotics offense or to have been engaged in drug trafficking as defined in 22 CFR Part 140,

(c)  For any loan over $1000 made under this Agreement, the Grantee shall insert a clausge in
the loan agreement stating that the loan is subject to immediate cancellation, acceleration, recall
or refund by the Grantee if the borrower or a key individual of a borrower is found to have bieen
convicted of a narcotics offense or to have been engaged in drug trafficking as defined in 22
CFR Part 140.

(d)  Upon notice by USAID of a determination undet paragraph (c) of this Section and at
USAID’s option, the Grantee agrees to immediately cancgl, acceleratc or recall the loan,
including refund in full of the outstanding balance. USAID reserves the riglit to have the foan
refimd returned to USAID.

(e) The Grantee agrees not to disburse, or sign documents committing the Granted to
disburse, funds to a sub-recipient designated by USAID (“'Deﬁgnawd Sub-recipient™ yatil
advised by USAID that: (1) any United States Government review of the Designated Sub-
recipient and its key individuals has been completed; (2) any related certifications have been
obtained; and (3) the assistance to the Designated Sub-recipient has been approved.

(f)  The Grantee shall insert the following clause, or its substance, in its agreement with any
Designated Sub-recipient: “The Grantee réserves the right to terminate this Agreement or mke
other appropriate measures if the [Sub-recipient] or a key individual of the [Sub-recipient] is
found to have been convicted of a narcotic offense or to have beencngagedmdmgtmﬂickmgas
defined in 22 CFR Part 140.”
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Section F4. Prohibited Uses.

(8) Both the Grantee and USAID are firmly committed to the international fight aginst
tertorism, and in particular, against the financing of terrorism. It is the policy of USAID and the
Grantee to seek to ensure that none of its funds ate used, directly or indirectly, to provide sujiport
to individuals or entities associated with terrorism. In accordance with this policy, the Grantee
undertakes to usc reasonable efforts to. ensure that none of the Grant is used to provide suppart to
individuals or entities associated with terrorism.

(t) In addition, the Grant may not be used to finance the purchasc of services, commodities
or equipment for the use or benefit of any military, paramilitary, police, prison or law:
enforcement force or for any mxhtaryorpammllrmypurposeor(y) from any country identified
as a foreign policy restricted country in Section 228.03(b) of Part 228, Rules on Source, Origin
and Nationality for Commodities and Services Financed by USAID, as amended by USAID from
time to time. The Grant may not be used to finance the purchase of surveillance equipmient,
abortion equipment (as further described above), luxury goods and gambling equipment, or
weather modification equipment; nor may the Grant be used for (a) any activity that involves
investment promotion, unless specifically authorized by USAID as described above, or which:
would contribute to a violation of internationally recognized rights of workers as described;
below, or (b) for purposes other than those authorized pursuamt to relevant Program:
Implementation Letters.

Section F.5. Workers’ Rights,

(@)  Except as specifically set forth in the Agreement or otherwise authorized by USAID in
writing, no funds or other support providéd hereunder tnay be used for any activity that involves.
wortkers’ rights in a foreign country.

(b) Inthe event the Grantee is requested or wishes to provide assistance in the above area or
requires clarification fromm USAID as to whether the activity would be consistent with the
limitation set forth above, the Grantee rust notify the USAID and provide a detailed description
of the proposed activity. The Grantee must not proceed with the activity urtil advised by USAID
that it may do so.

() The Grantee must ensure that all employecs and -subcontractors and sub-recipients
‘providing employment-related services hetéunder are inade aware of the restrictions set forth in-
this clanse and must include this clause in afl subcontracts and other sub-agreements entered into.
hereunder.

Section F.6. Prohibition on Funding Foreign Government Delegations te Internatienal
Conferences. Except as USAID may otherwise agree in writing, funds obligated under this:
Agreement which are provided by USAID from the Foreign Operations, Export Financing, :and
Related Programs Appropriations Act for any U.S. Govemment fiscal year after fiscal year 1999
may not be used to finance the travel, per diem, hotel expenses, meals, conference fees or other
confetence costs for any member of a foreign government’s delegation to an internatienal
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conference sponsored by a public international organization. This restriction may be further
described by USAID in Program Implementation Letters.

Section F.7. Prohibition on the Promotion or Advocsicy of the Legalization or Practice of
Prostitution or Sex Trafficking,

(a) The US. Govemment is opposed to prostitution and related activities, which arg
mherenﬂyhumﬁﬂanddehumammg,andconmbumtothephemmcnonoftnﬁchngm
persons. None of the funds made available under the Agreement may be used to promote or
advocate the legalization or practice of prostitution or sex trafficking. Nothing in the preceding
sentence shall be construed to prechude the provision to individuals of palliative care, treatrient,
or post-exposure pharmaceutical prophylaxis, and necessary pharmaceuticals and commodities,
including test kits, condomsg, and when proven effective, microbicides.

(b)  For purposes of this. provision, “sex trafficking® mieans the recruitment, harboting,
transportation, provision, or obtaining of a petson for the purpose of a commercial sex act.

(€) The Grantee shall insert this provision in all sub-agreements involving HIV/AIDS
activities funded by USAID in whale or in part.

(d)  This provision includes express terms and conditions of the Agreement and any violation;
of it shall be grounds for unilateral termination of the Agreement by USAID prior to the end of
its term.

Section F.8. Crisis Modifier USAID and the Grantee recognize that humanitarian crises tay
arise from time to. tilme in Pakistan. The Partiés recogmzethat, in order to allow for greater
flexibility after the occurrence of a humanitarian crisis, the activities described in this Agréement.
may ieed to be refocused or reprogmmmed to account for changed circumstances that could not
have been anticipated prior to the crisis event. The Grantee agrees that if USAID approached the:
Grantee subsequent to such a crisis event and requests modifications to this Agreement related to
the effects of the crisis, the Graiitee shall work with USAID to expeditiously approve such:
modifications. The Grantee understands that all funtds under this Grant must eontinue to be used.
for purposes for which they were appropriated by the United States Congress, and that approval
for certain modifications to this Agreement related 1o the crisis event may require further
approval from USAID/Washington and notification to the United States Congress prior to
implementation.
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U. S. Department of State
CERTIFICATION OF TRUE COPY

VENUE

Islamic Republic of Pakistan
(Country)
City of Islamabad
(State, Province, efc.)

Embassy of the

(City)
United States of America

(Name of Consular Post)

| certify that the annexed document is a true and faithful copy of the
original, and that it has been carefully examined by me, compared
with the said original, and found to agree with it word for word and

figure for figure.

Alamanda L. Gribbin
(Typed Name of Consular Officer)
Vice Consul

(Title of Consular Officer)
10/08/2010
Date (mm-dd-yyyy)

DS-1985
04-2006
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